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THE FALL IN BREADSTUFFS. 


The great decline which has occurred in the markets of the 
world in the prices of breadstuffs is attracting profound attention 
in all parts of the United States. It may well do so, inasmuch as 
the decline is not the result of a simultaneous superabundance of 
harvests in all’ countries, which might happen without drawing after 
it any lasting consequences. It is the result of the fact that several 
countries, like India and the Argentine Confederation, have recently 
begun for the first time to raise wheat for export, while other 
countries, like Russia and the Australian Colonies, are greatly ex- 
panding their wheat cultivation for export purposes, and that at 
the same time there is looming up in the near future the pos- 
sibility, perhaps probability, that the new Canadian northwest will 
pour into the general markets tens, and it may be, hundreds of mil- 
lions of bushels. Taking all these things together, this country has 
been very suddenly and very rudely awakened from the dream of 
basing its foreign trade upon the supposed power of retaining the 
markets of the world for breadstuffs against all competition, and of 
selling at good prices all it has the capacity of producing. The 
disagreeable fact now stares us in the face, that it is only a very 
limited quantity, and even such a quantity for only a very limited 
time, which we can sell abroad, except. at prices which will be. im- | 
possible, because they will leave no rent for the land employed in 
raising breadstuffis, and will reduce the wages of the laborers who 
raise it to the level of the barest and most meager subsistence. It 
is substantially only Western Europe which imports breadstuffs, and 
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its markets are inadequate for the great supply pressing upon them; 
and although it is possible that they may be somewhat enlarged by | 
an increase of population, the extent to which that can possibly go 
is not great, and the rate of such an increase, if it occurs at all, 
must be far short of the rate at which supplies are multiplying. 

The fall in breadstuffs is spoken of as “a commercial revolution,” 
and that phrase does not seem to be an exaggerated one, in view 
of the magnitude of the fall, and of the probability that it will not 
merely be permanent but will reach yet lower levels. As a London 
journal has well observed, although there is doubtless a bottom 
price for wheat nobody can now see where the bottom is. 

For the wheat raisers of this country there are two consolatory 
circumstances. The first is, that the home market is steadily en- 
larging, and will continue to do so if we adhere to the well-tried 
American policy of sustaining our own industries. The margin for 
enlargement is enormous. Of the $ 800,000,000 of commodities which 
we import, three-fourths can well be produced in this country, and 
we shall then supply the entire bread consumption of the multi- 
tudes who will be employed in producing them. There is not the 
slightest reason for our purchasing from foreigners a single pound 
of either wool or iron, or anything which is manufactured out of 
wool or iron. We want of the outside world neither lumber nor 
salt, nor coal, nor lead, nor copper, nor cotton cloth, nor silks, nor 
wines. We can, if we choose, add to our population ail the work- 
men, and their families, needed to create the quantities of all the 
foregoing articles, and of many other articles, which we now buy 
abroad, with all which that implies of increase of the food to be 
consumed at home and to be supplied, not by Indian ryots, or by 
the half-liberated serfs of Russia, but by American farmers. 

The second consolatory circumstance is that American enterprise 
and ingenuity will find out other profitable employments of a good 
deal of the land, capital and labor now devoted to the production 
of breadstuffs, and thereby bring about a more favorable proportion 
between their supply and the demand for them. If we could fully 
rely upon the seemingly well-founded expectations of the persons 
who have long and carefully tested the new methods of manipulat- 
ing sorghum, of breaking and bleaching flax, and of preparing the jute 
fiber for manufacture, we should believe that we are upon the eve of 
dispensing with the importation of sugar and molasses, and of any 
of the wide range of articles of which jute and flax are the raw 
materials. Some of these expectations may be disappointed. Per- 
haps all of them will be, although that hardly need be feared. But 
however that may be, ways will be found, if our National policy re- 
mains a sound one, for bringing about such a well-balanced domes- 
tic trade between the various parts of this vast country, which is a 
world in itself, as will secure the remunerative employment of all 


























, 


1884. ] THE FALL IN BREADSTUFFS. 823 


its land, and of all its capital and labor, present and prospective. 
All that we need to do is to heed the advice of Washington, and 
not leave our own to stand on foreign ground. All the free trade, 
and all the reciprocal trade which we want is that between the 
different States, which was established and secured forever by the 
framers of the National#Constitution. 
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CITY INDEBTEDNESS. 


We all know how rapidly city indebtedness has increased during 
the last thirty years. Ojf}late the cities have been pursuing a more 
conservative course, and retrenchment may bé said to be the order 
of the day. No doubt many of the improvements for which 
the indebtedness was incurred, were very necessary. This is espe- 
cially true with respect to providing an ample supply of whole- 
some water for man and beast, as well as to enhance the secu- 
rity against loss by fire. Likewise the improvements in sewer- 
age were needful for the healthfulness of the inhabitants. No sub- 
ject is of greater importance; nevertheless in almost every city 
still further and heavier expenditures are necessary in order to im- 
prove their sanitary condition. Several important facts should be 
considered in making these expenditures. The first is their neces- 
sity with regard to health; secondly, to convenience; thirdly, the 
promotion of business prosperity; and, fourthly, the power of the 
community to bear the increased weight of taxation. Some cities, 
like Elizabeth, N. J., for example, have made wholly unnecessary 
improvements, and have incurred an enormous debt, and burdened 
the inhabitants with such a weight of taxation as permanently to 
impair their prosperity. Other places have also undertaken improve- 
ments in the same rash and inconsiderate manner. There are 
other cities, however, which have felt immediately the benefit of 
their improvements, not only in increased healthfulness, but in en- 
hanced prosperity and in other ways. It may be also added that 
in many cases these expenditures have been incurred not so much 
with a view to an immediate return as to a larger future one. This 
is the case with cities as well as counties and other municipalities 
that have voted money in aid of railroads and other transporta- 
tion enterprises. An immediate return was not expected, but rather 
a pecuniary loss. The real gain was to come at a later period. 

When these debts were contracted inadequate provision was often 
made for paying them. Of course, the bonds issued were for a 
specified time, and the holder knew what he was to receive; but 
no specific provision was made for paying them in the way of ac- 
cumulating a surplus fund or otherwise. It was expected that these 
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obligations would be paid either by the issue of new bonds, or 
else, perhaps, no thought whatever was bestowed on the matter. The 
only thought was to sell the bonds and to get the money, and to 
pay it to the persons to whom it belonged. The more recent ob- 
ligations of cities, however, have been contracted in a different way, 
In some cases special taxes have been laid for the purpose of col- 
lecting enough money to pay the obligations incurred within a 
specified time. In New York City a sinking fund system has been 
in operation for many years. As our readers probably know, the 
chief feature in this system consists in purchasing bonds from 
time to time with whatever funds may be applicable for that 
purpose; but, instead of cancelling them, to put them into the 
Treasury and reckon interest on them, and pay it over to the 
proper authorities as though they were still outstanding. 

It will be seen that .under this system the City of New York, for 
example, has paid interest over and over again to itself. It will 
buy a one-thousand-dollar bond, for example, bearing five per cent. 
interest and running for twenty years. Every year, when five per 
cent. would have been paid to some one else, provided he were the 
owner of it, the proper city official will take that fifty dollars and 
apply it toward purchasing another bond. This is the essence of 
the sinking fund system. Now it will be clearly seen that the city 
can gain nothing pecuniarily by such an operation. Why then has 
such a system ever found support? It was thought in the begin- 
ning that it contained some magical virtue, whereby the. debtor 
could pay much with little, but the secret was discovered long ago. 
The merit of the sinking fund consists simply in this: That where 
it exists it is certain that money will be accumulated for the dis- 
charge of the indebtedness there existing; whereas if such a sys- 
tem did not exist, nothing perhaps would be accumulated. In other 
words, the sinking fund system when once adopted, if properly ex- 
ecuted, requires the city or Government adopting it to raise money 
for the discharge of its obligations: Of course whatever money is 
paid out must be paid by the taxpayer. But if such a system did 
not exist, no money perhaps would be raised and no debt paid; 
while, in the other case, the execution of a system involves the rais-. 
ing of the money and the payment of the debt. 

There is one serious evil connected with the system, namely, the 
accumulation of bonds or other obligations, which may either be 
stolen or perhaps diverted to some other purpose. On more than 
one occasion the sinking fund raised in Great Britain for the dis- 
charge of the National debt has been diverted from its original 
purpose and rapidly exhausted. It is possible that the same thing 
may happen in New York. The danger, too, of the abstraction of 
a portion of it by dishonest officials is very great. The question 
has recently been agitated, therefore, whether these bonds should 
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not be cancelled, and thus forever pass beyond the manipulation 
or use of any one. It would be possible to frame a law providing 
for the payment of the interest on them, in the event that they 
were cancelled in the same manner that interest is paid at present. 
A bill providing for their cancellation is now pending before the 
New York Legislature. This bill is a hopeful sign of greater pru- 
dence in the management of municipal finance. The safeguards can 
not be too greatly multiplied against peculation and wrongdoing. 
The heavy losses already incurred should warn all who are inter- 
ested in city affairs to take greater interest in them, and to guard 
in every possible way against the repetition of fraud or extravagance. 
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THE MOVEMENT OF GOLD. 


The financial doctrinazres of London have persuaded themselves 
that the great and almost the sole cause of the movement of gold 
to and from countries is the relative rate of interest in their 
money centres, whereas the cause, which is the main one at all 
times, and which, in the end, always overrules all other tendencies, 
is the balance of trade. The amount of money which is ever sent 
from one country to be loaned in another country, as a consequence 
of a higher rate of interest in the latter, is too insignificant to be 
taken into account in reference to the international movements of 
the precious metals. It is true that permanent differences in the 
rates of interest between different countries must finally cause 
in the countries where interest is the lowest a higher price for 
stocks which are internationally dealt in, and thereby draw stocks 
from and send money to the countries where interest is the high- 
est. But this is a very different thing from the alleged tendency of 
money to move between Paris, London and New York to be di- 
rectly loaned, on account of the temporary relative oscillations in 
what is called the money market in those cities, which indicates 
nothing except the rates paid and received among a few bankers and 
brokers, and which very rarely indicates the general rates of interest 
in the countries in which those cities are situated. 

English merchants, manufacturers and bankers are distinguished by 
sound sense in the practical management of their affairs. They 
pay little attention, however, to theories, and find it to be the 
easiest course to give in their nominal adhesion to the doctrines 
of the accepted financial teachers and writers of the day, although 
they are often at their wits’ end to reconcile those doctrines with 
the facts which are directly under their eyes and which they can- 
not help seeing. 

A letter from London, under date of March 22, published in a 
city paper, gives the views of an “eminent broker” upon the 
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situation, and amusingly illustrates the condition of bewilderment to 
which the brokers of London, including not only those who are 
“eminent” but those who are not so, are now reduced. 

This particular broker, who ranks as “eminent,” is sure that 
there was, and must have been, a “stringency” in the London 
market when the gold shipments from the United States com- 
menced in the early part of February, it being the orthodox doctrine 
in that locality that it is only by a monetary stringency that any 
country can attract gold. All the accounts we get here, however, 
agree that the London market was, during the whole of last fall 
and winter, in a condition of glut, varying only in degrees of in- 
tensity from time to time. This “eminent broker” nevertheless be- 
lieves that it must have been a “stringency” which caused the 
beginning of the gold shipments from New York to London, but 
what confounds him is the fact, that when the Bank of England 
subsequently reduced its rate of discount, the gold shipments from 
New York did “not cease with the fall in the bank rate.” He 
concludes, therefore, that the “stringency” in London cannot have 
been the sole cause of the starting of the gold shipments, but that 
a balance of trade against this country must have had something 
to do, with it. As he must be supposed to know that as between 
this country and Great Britain the balance is always largely in 
favor of the United States, he must mean that the balance of our 
foreign trade, as a whole, was unfavorable, and that as a conse- 
quence we were sending gold to London as the Clearing-house of 
the world. But down to the beginning of February the balance of 
our total foreign trade had been for some time favorable instead of 
unfavorable. We give his final conclusion in his own words: 

While money remains at its present price the stream will rather 
dribble than run, because money being at about the same rate in 
both cities there is no great object in shipping it to London. But 


if we had any tightness on this side, and had to call in our funds, 
I fancy that you would see — to an extent that would make 


the New York market very sic 

We do not believe that London has now, or has had for many 
years, an amount of money subject to its call in this country, equal to 
the amount lying in London subject to the call of American owners. 
As the general Clearing-house and banking center of the world, Lon- 
don always holds great balances due to foreigners. This is the result 
of the deservedly high credit of its banks and bankers, and of the 
fact that funds in London afford an acceptable means of making 
purchases and paying debts everywhere. Of all the financial dan- 
gers which threaten us, that of a cali by London for funds here 
which it can call is the most purely imaginary. 

It is difficult to determine by direct evidence which way the 
balance of the flow of securities, as between the United States 
and Europe, is at any given time. Some securities may be moving 
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one way, while some are moving the other way. One class of 
dealers, basing their judgment on the transactions within their 
knowledge, may think the balance of the flow is outward, while 
another class of dealers, on their knowledge of a different set of 
transactions, may think that it is inward. But in this case, it was 
apparently the universal opinion in Europe that more American 
stocks were being returned to this country than were being pur- 
chased here, during the year preceding the commencement of the 
gold shipments from this city. The dealers in stocks in New York 
were not so well agreed as to what the fact was in that particu- 
lar, but certainly a majority of them also believed that the balance 
of the international flow of securities was towards the United 
States. It is difficult, upon any other hypothesis, to understand 
why gold began to be shipped from New York in the early part 
of February, inasmuch as down to that date the balance of trade 
had been strongly in our favor. Since that date, and especially 
_ within the last two months, the condition of our foreign trade has 
become much less propitious, and it may turn out that an export 
of gold, commencing in the winter from the return home of 
American securities, may be continued during the summer from an 
excess of merchandise imports over merchandise exports, or from 
the excess of merchandise exports being too small to meet our for- 
eign interest payments. 

The break down in the prices of breadstuffs and provisions 
somewhat reduces the quantities exported, and very much reduces 
their money .valuation. On the other hand, the import of Eu- 
ropean goods has continued heavy, but it would seem that it 
must be checked before long, by a fall in prices of such goods in 
our own markets, if it is not sooner checked by a rise in their 
prices abroad. 

Predictions of the future yield of both gold and silver should 
be made with caution. The general tendency is to the mistakes of 
expecting too much, and of overlooking the great length of time 
which is consumed in working mines. Eight years ago it was stated, 
upon what was supposed to be good evidence, and which has not 
been contradicted by any subsequent information, that the tunnel- 
ing of Meig’s railroad over the Andes in Peru had shown $500,000,- 
ooo of silver “in sight,” to use a miner’s phrase, and probably a 
good deal more not “in sight.” No single dollar from it has been 
since mined, and nobody knows when any will be. 

In 1867 the late Samuel B. Ruggles, representing this country at 
the Paris Conference of that year, assured that body that “long 
before 1900” the United States’ yield of gold and silver would be 
$ 300,000,000 or $400,000,000. Mr. Ruggles was somewhat addicted 
to exaggeration, but in making that statement he did not much 
overstate the expectations current in this country at the time. 
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TRUNK LINE COMPETITION. 


When business,'is good, and everybody is making money, it is 
easy enough to maintain peaceful relations without and within; but 
when profits are small, or business is conducted at a loss, then the 
situation is reversed. When wages, for example, are high or are 
advancing, peaceful relations generally exist between workingmen 
and their employers, but when a reduction is announced, then, as 
we all know, submission is not always easy or graceful. This re- 
mark applies just as truly to railroads as to individuals or other 
corporations. When there is business enough for all, rates are 
maintained and good relations exist between them; but when 
freights are light and passenger traffic falls off, competition becomes 
fierce among them, rates are reduced, and sharper methods are 
practised to get business. This state of things now exists especially 
between the trunk lines from New York to Chicago. 

Two or three years ago Mr. Fink, the Pool Commissioner, had 
but little difficulty in making rates and exacting compliance with 
them, but now that the business has shrunk competition is exceed- 
ingly sharp and the power of the Pool Commlssioner is weak. 
But while there is an otttward semblance of fixing and maintaining 
rates, shippers well know that various prices are made by the sev- 
eral competing companies. This competition and cutting of rates 
has been going on for several months, and the time has come, it 
would seem, when some of the railroad companies belonging to 
the pool have determined on a different method of transacting 
business. In recent numbers of the Magazine we have endeavored 
to show the benefits and disadvantages of the pooling system, and 
one thing seems to be certain, either that it must be abandoned, or 
else be carried to a greater degree of perfection. 

The Pennsylvania Central Railroad Company is taking the lead 
in a new movement. That company is suffering no more than the 
other larger companies by the existing arrangements. Nevertheless 
it is clearly seen that by reason of its splendid equipment and fa- 
cilities for obtaining business and the economical handling of it, it 
ought to obtain a considerably larger share of the traffic than it 
is getting at the present time. It is believed that if no pool ex- 
isted, in a contest with other companies it would probably fare 
better than it is faring to-day. On the other hand the benefits o 
the pooling system, both to the company as well as to the public 
are well understood. In view of these things a radical change i 
under consideration for the management of railroad traffic. In th 
first place, every large railroad east and west has freight agents in 
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the larger cities of the country, who occupy expensive offices, and 
conduct their business at a heavy cost. Moreover, to get business 
every art is practised which experience can devise. The agents of 
the different lines under-bid one another, and their rivalry is so 
keen that very often the large shippers can remain serene in their 
offices and make their own terms, or at least very advantageous 
ones to themselves. There are also a large number of dispatch, or 
fast freight lines, which compete with the very roads to which 
they are attached. This is a singular state of things, and the won- 
der is that it has continued so long. 

The actual money cost of this system of competition has been 
fourteen per cent. of the total gross receipts of the freight and 
passenger traffic, a separate set of agents and canvassers being em- 
ployed to “work up” the passenger business. The consideration 
of these facts has led men like Mr. Roberts, Mr. Vanderbilt, Mr. 
Hickson, of the Grand Trunk, Mr. Gould, and other representatives 
of leading roads, who are interested in permanently settling the 
great question of a division of business, to formulate a plan which, 
if adopted, will accomplish the result, and place the railways of 
America in their relations to competitive lines on the same footing 
as those of England, who have in working order a like system. 

The proposition is to abolish all fast freight lines, put an end 
to agencies and canvassing, establish fixed and unchangeable rates 
for passengers and all classes of freight, pool the actual cash re- 
ceipts and divide it among the roads according to a percentage to 
be agreed upon. To thoroughly carry out this plan would be the 
work of years. The abolition of the fast freight lines alone could not 
be accomplished in a day. These properties are valuable, and their 
cars and business would probably have to be bought by the rail- 
roads over which they do business. 

It is also proposed that the rates on all trunk ‘lines should 
be turned over to the Paol Commissioner, and be divided by him 
between the respective roads in proportions established by them 
—in other words, to adopt the English system of dividing the re- 
ceipts. It will be seen that under this system no road will 
have control of its own receipts; the entire sum would pass to 
the central office, which would have representatives of all the 
roads belonging to the pool. Under such a system the authority 
of the Pool Commissioner would be strengthened, and rates would 
undoubtedly be better observed. 

These changes are of a very momentous character to the rail- 
road companies as well as to the public. Doubtless the plans will 
be fully matured before they are put into execution. The evil of 
cutting rates, or of having no rates, is well understood by ship- 
pers. They suffer far less from high rates than from unequal rates, 
ecause it is easier for them to charge the rate, if well under- 
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stood, to the price of the thing shipped, and thus to throw it 
upon others, than it is to do so when the rates are unequal and 
uncertain. The economy of the proposed change no one will ques- 
tion. It would seem absurd for the railroad companies to main- 
tain the agencies mentioned at such an enormous cost and expense 
to conduct a necessary and useful business. The entire expense 
of this machinery is for the simple purpose of getting all the 
freight carried over one line instead of another. The case would 
be different if these agents gathered new business or increased the 
amount of traffic. All that they do is, as we have seen, to direct 
the channel through which it shall pass. Long ago the fast freight 
lines ought to have been abandoned, and the sooner they are the 
greater will be the net earnings of the railroad companies. 
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RISKS OF MODERN TRADE AND MANUFACTURE. 


Modern trade and manufactures are subject to many risks which 


no wisdom however great can foresee, nor against the destructive 


consequences of which always provide. Every one is familiar with 
the history of the downfall of the cities of the East in consequence 
of the discovery of the cape of Good Hope. Rogers, in his beauti- 
ful poem on Italy, tells the story of the rise of Venice, of its world- 
wide trade, how long the city flourished, 
** Till the unwelcome tidings came, 

That in the Tagus had arrived a fleet 

From India, from the region of the sun, 

Fragrant with spices—that a way was found, 

A channel opened, and the golden stream 

Turned to enrich another.” 

In every age of the world trade and manufactures have never 
been entirely free from hazard. Whether they were greater formerly 
than now is a question. The invention of the telegraph has done 
much to put trades on the same plane of advantage. Before its 
invention and use in India, when a merchant obtained important 
news affecting trade, runners would be sent to various parts of the 
country to convey the tidings for the purpose of getting some ad- 
vantage over others. These runners were very swift, and through 
their exertions enormous fortunes were sometimes made. 

But the telegraph has put an end tothis. All are on the same 
plane, and it may be fairly claimed that the telegraph has done 
much to even up the advantages and opportunities of men. 

One of the risks which every manufacturer especially must en- 
counter is that of invention. He may have a mill equipped with 
the finest machinery, but an invention is brought out whereby 
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the cost of manufacturing is greatly cheapened, and hence it be-- 
comes necessary to displace some of his machinery and purchase 
new, or else some other manufacturer going into the business anew, 
in consequence of having a better equipment, will be able to produce 
at greater advantage and undersell him. Several years ago it was 
found out that worsted goods became glossy after short wear, and 
that this defect was due to the spinning of the wool in a certain 
manner. But in order to spin it in a way to obviate this defect, 
it was necessary to change the machinery at a very large expense. 
The manufacturers at Bradford, England, which was the centre of 
the worsted industry, although recognizing the unpopularity of their 
products, were unwilling to incur the expense of changing their ma- 
chinery. The French manufacturers, on the other hand, quickly 
recognized the situation, and adapted their machinery to the wants 
of the times. They began to turn out worsted goods of the im- 
proved kind, and supplied the world with them. The Bradford 
manufacturers saw their trade leaving them, nevertheless they were 
unwilling to change, and not until they lost a very large portion 
of their trade did they awake to the necessity of acting. Only 
within a comparatively short time has the change been made, but 
their trade has gone, and it is very doubtful if it can ever be 
wholly recovered. A large manufactory in this country, having 
learned of the unpopular nature of these goods, unlike the Bradford 
manufacturers, threw out the old machinery and put in new, though 
at an expense of three-quarters of a million of dollars. 

Another illustration of the same kind may be given with respect. 
to the manufacture of pig iron. By the new process a thousand 
tons per week can be made without any difficulty. By the older 
method perhaps three to four hundred tons was a large output. Of 
course, a manufacturer by the new process has an enormous advan- 
tage over a manufacturer by the old. It is said that pig iron will 
not long hence be turned out by the newer furnaces at the price 
of $15 or $16 per ton, perhaps lower. In West Virginia pig iron 
has been sold as low as $11.50 per ton, and in Alabama between 
$8 and $9. Thus we see that those possessing the newer furnaces, 
and also those living in places which are more highly favored by 
nature, as in Alabama and West Virginia, have an enormous advan- 
tage over manufacturers living further North, and still using the 
older process for making pig iron. 

Changes of this nature are constantly happening, and no wisdom 
can provide against them. Indeed, they are truly improvements, and 
are not to be regretted. What evidently must be done is to face 
the situation squarely, and to adopt the newer processes as speedily 
as possible, and those who stick to their old ways and refuse to 
recognize the new conditions are sure to go to the wall. 

A similar prospect is beheld by the cotton manufacturer. Within. 
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a few years cotton mills in the South have flourished wonderfully. 
Water-power is ample; the raw material is at their doors, and labor, 
too, can be had at prices quite as low, or lower, than in the North. 
In the beginning it was necessary to get overseers and superintend- 
ents from the North;. but the South is rapidly developing every 
kind of labor required. In all the coarser kinds of cloth, which we 
believe are the only ones that the South is attempting to make, 
great success has already been obtained. It is evident enough that 
the South in the coming years is to do a great deal in the way of 
furnishing the cotton goods needed, not only for that section of the 
country, but to supply the demand beyond the Mississippi. The New 
England manufacturers very clearly see the situation. They cannot 
help observing the cotton mills which are springing up in the very 
midst of the growing cotton, and that labor there is cheap and 
abundant, and that all the skill needed to conduct such factories 
successfully can be easily obtained. It was thought in the begin- 
ning that the South would have great difficulty in repairing easily. 
the machinery which inevitably breaks down from time to time. A 
cotton manufacturer once said to us, that in consequence of the 
dearth of foundries and machine shops in the South it would be 
impossible for Southern cotton manufacturers to run their mills 
successfully. They would be obliged, he said, to send their broken 
machinery to Baltimore or Philadelphia to be repaired, or to send 
elsewhere for new, and the loss would be so great during the in- 
terval of stoppage as to destroy all opportunity for profit; he had 
no reason, therefore, to fear competition from the South. But this 
dream has been dispelled. Machine shops and foundries have 
sprung up as in a night, and repairs are quickly and easily made. 
There is no reason, then, to suppose, that the South will fail in 
this new departure. The New England manufacturers are seriously 
considering what they shall do. One thing seems evident, the price 
of labor must be reduced. Many of the New England mills are 
equipped with the most modern machinery, and in that respect are 
fully abreast of the time. They are attempting to get relief by the 
reduction of the rates of transportation. On this head we have 
said something in another place. 

Another illustration may be given touching the export of our 
surplus wheat. A few years ago we were delighted to find that we 
had a large surplus of grain: to send to foreign markets. We were 
jubilant over its export, as well as over the return of gold in pay- 
ment. After a little the speculator took a hand in the business. 
He thought it would be a fine thing to buy the wheat and dictate 
terms to the markets of Europe. For a time he succeeded; but 
Great Britain did not propose to remain at the feet of the Ameri- 
can wheat speculator. It is true that the British farmer ought to 
have seen long before he did that he could not compete successfullv 
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with the wheat grower of the great West; but not seeing it, he 
kept on growing wheat at a great loss. But when it was clearly 
demonstrated that Great Britain could not raise her own wheat, 
it was determined to get her supply from India. 

For several years preparations have been making in that distant 
land for its cultivation and transportation. Enormous sums of 
money have been invested in railroads. It is seen that India is 
peculiarly well fitted to grow wheat and at very low prices. The 
railroads are now completed. The seed has been sown, abundant 
crops have been raised, and the American farmer and speculator 
have suddenly awakened to the fact that John Bull does not care 
for much more of our wheat. Prices are falling, and the question 
is confronting us, what is the outlook for the American wheat 
grower? Shall we be able to export our surplus in future years? 
It must be confessed that the prospect is not so bright as it was 
a short time since. 

Another illustration may be given. A few years ago Mobile was a 
flourishing city. After a time the city aided in building two rail- 
roads which had the unwelcome and unexpected effect of diverting 
her trade from her. The steamers which formerly plied between 
her ports and others have gone away forever, and her wharves are 
rotting away. Blocks of warehouses have lost their tenants, and 
the enterprising merchants have moved to New Orleans. The truth 
was learned too late, that the railroads which the city had assisted 
to build were the means of destroying her prosperity. What is 
true of this city is equally true of hundreds of others. New modes 
of communication cut off their trade. The stores were de- 
serted and the streets became covered with grass. The people are 
constantly complaining of the growth of great fortunes; of the large 
dividends made in manufacturing, and in other enterprises; but they 
do not stop to consider the perils involved. Great profits usually 
involve great risks, and in the long run the losses eat away the 
profits until there is not a very large surplus left. This is the his- 
tory of numberless enterprises. Whether these risks are greater 
now than formerly is, perhaps, an open question. Certainly the 
risks are very different. But one thing is certain, they are very 
many, and in view of them there should be more consideration 
shown in our complaints against the accumulation of capital than is 
generally the case. 
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FINANCE LEGISLATION. 


The session of Congress is wearing away, and the House is not 
inclined to mature and pass many bills of any kind. The Senate 
has been far more industrious than the House in advancing legis- 
lation. A considerable number of bills have been sent into the 
lower house; that body, however, has thus far wasted the days in 
useless speech-making or in other ways equally unfruitful. The only 
measure of importance passed has been another huge pension Dill 
for the benefit of the Mexican soldiers. Of such legislation Con- 
gress is very fond, and for aught we can see the end is never likely 
to come. A great variety of pension schemes are in process of in- 
cubation which will probably outlast the century. When the last 
great pension law was enacted Congress was very ignorant of the 
probable consequences; but the bill passed by the House this ses- 
sion was not subjected to much more scrutiny. In passing this bill 
Congress was not so much moved by patriotism or wisdom as by a 
desire to enhance personal popularity. We sometimes forget the 
cost of electing our National representatives. Money is raised at 
the times of election, congressmen contribute something themselves, 
but a very much larger sum is voted from the National Treasury 
under the titles of pensior bills, appropriations for public buildings, 
rivers, harbors, and the like. If those who pass these measures were 
not thinking of their re-election, many millions would annually be 
saved to the National Treasury. Our method of electing National 
representatives is, therefore, the most expensive of any in the world. 
Not too widely opened can we get our eyes to the full significance 
-of the enactment of these measures. Doubtless some members are 
moved by wise, far-seeing and just considerations. On the other 
hand, it is just to say that a great many of them are moved by 
considerations purely of a personal nature. 

So much for the pension bills. It may be added that a bill has 
passed both branches providing for the expenditure of a large 
-annual sum for educational purposes. This action has been received 
very generally with favor. The measure has been long discussed, 
and the resources of the country are so large as to justify such an 
expenditure. 

With respect to the banks the prospect is not very hopeful for 
legislation of any kind. It was supposed that the McPherson bill 
passed by the Senate would receive the sanction of the lower house, 
but the probabilities fade away as the session advances. Several 
bills have been discussed somewhat, but no reports have been 
made. The annual appropriation bills are almost untouched. The 
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lower house is evidently determined to discuss the tariff and some 
other questions with a view doubtless of making capital for the 
coming presidential election. Consequently the chances for any 
legislation of an important nature are rapidly fading away. How 
much the banks will suffer through the neglect of Congress can- 
not be predicted. It is generally believed, however, that the banks 
can continue for a time longer in their present way without caus- 
ing much inconvenience or suffering. So long as silver continues 
to be coined, and certificates are issued against it, there will be no 
dearth in money, especially while business continues in its present 
drooping condition. Another year, however, Congress must act, if 
the payment of the public debt is continued, and the bank circula- 
tion is contracted, otherwise serious results will be experienced by 
the public from the contraction of the currency. 

Concerning the silver legislation, the subject is considered else- 
where in the present number. The prospect is somewhat improved 
of reaching a solution of this perplexing question. 





? 


FINANCIAL FACTS AND OPINIONS. 


For the first nine months (ending March 31) of the current, as 
compared with the first nine months of the last fiscal year, the re- 
ceipts and expenditures of the Government were as follows: 














Receipts, 1884. Receipts, 1883. 
Oe ee $ 150,662,646 Poe $ 166,320,438 
Internal revenue....... 87,146,422 wean 108, 108,930 
Miscellaneous ......... 24,087,987 cece 31,337,941 
a $ 261,897,055 $ 395; 787,309 
Expenditures. 
Ordinary.............. $ 99,355,c63 aoas $ 108,910, 462 
RC 38,548,279 cece 42,964,184 
RG iinakadicdicdien 41,788,017 cece 46,357,765 
> feaecneauel $ 179,692,350 $ 198,232,411 


The surplus for the nine months of the current year is $82,204,- 
691, and at that rate it will be for the whole year §$ 109,606,254, 
which would be $24,000,000 more than was estimated by the Sec- 
retary of the Treasury in his last annual report. It is evident from 
his slowness in issuing bond calls that he does not anticipate any 
such result. 

The falling off in the total revenue during the nine months, as 
compared with the same nine months of last year, is $43,869,654, 
and at the same rate it would be for the year, $58,492,872. The 
falling off in the customs revenue has been $16,657,792, and, at 
the same rate, it would be for the year, $22,210,389. In the in- 
ternal revenue it has been $20,962,508, and at the same rate it 
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would be for the year, $27,950,010. The internal revenue has been 
swollen since the first of January, and probably will be for a year 
to come by extraordinary receipts from the taxes on whiskey in 
bond, which Congress has refused to extend. 

The available cash balance in the Treasury March 31 was $150,- 
919,315, which is thirteen millions more than the Secretary declares 
it to be his general rule to maintain, being forty per cent. of the 
amount of the greenbacks. Finding himself on the first of April 
with an excess of thirteen millions above the balance which he sup- 
poses to be necessary, and with a then outstanding bond call for 
only ten millions maturing May 1, the Secretary would certainly 
have issued without delay another call if he had anticipated an ac- 
cruing surplus during April, May and June, approximating the rate 
of the surplus during the preceding nine months. He may pos- 
sibly be anticipating a greater rate of expenditure in pensions dur- 
ing the last quarter of the current fiscal year than during the first 
three quarters. The outside public do not know what to anticipate 
in that particular. 

According to the Government Actuary, E. B. Elliot, purchasers 
at the average prices in February realized an annual interest of 
2.677 per cent. on money invested in Government fours, and an an- 
nual interest of 2.572 per cent. on money invested in the four and 
a-halfs. In March the same feature of a higher return from the 
fours appeared, that class of bonds paying exactly the same as in 
February, namely, 2.677 per cent., while the four and a-halfs paid 
2.598 per cent. There is a mistaken idea that investors will always 
hold long securities at a lower rate of interest than short securities. 
What is true is, that when the rates of interest obtainable are 
high, investors take the longest securities they can get, from an 
apprehension that the obtainable rates will fall. They reason dif- 
ferently when the current rates are low, and prefer short securities 
to long ones, as they hope for a,rise in the rate of interest. The 
United States could to-day borrow $100,000,000 on one year notes 
at two per cent. interest, and perhaps less. 

During the thirty days from March 12 to April 11 the gold owned 
by the United States Treasury diminished by only $4,147,965, al- 
though during that time a bond cal! for $10,000,000 matured 
March 15, and the quarterly interest of $7,400,000 on the fours was 
paid April 1. The gold stil owned by the Treasury April I1 was 
$ 140,864,787. Between March 12 and April 11 the silver dollars 
and bullion purchased for coinage into dollars owned by the United 
States Treasury, increased from $ 36,351,807 to $ 37,602;963. 

In the House, April 1, upon Mr. Bland’s motion to strike out 
the fourth section of the trade dollar bill, the vote was 131 yeas 
to 118 nays. Having regard to political classification, 112 demo- 
crats voted in the affirmative and thirty-seven in the negative - 



































1884. ] FINANCIAL FACTS AND OPINIONS. 837 


while of the Republicans nineteen voted in the affirmative and 
eighty-one in the negative. The effect of Mr. Bland’s success is 
to make the standard dollars to be coined out of the trade dollars 
an addition to, instead of being a part of, the quantity of standard 
dollars now coined. The majority in the Hcuse in favor of continu- 
ing the present amount of silver dollar coinage, is, we are forced to 
believe, much larger than Mr. Bland was able to muster for his 
amendment. It is too large to admit of any hope that the silver dol- 
lar coinage will be stopped by Congress during the present session, 
but not so large that it may not be changed after the election of 
a President is disposed of. 

A dispatch from London (April 5) says that “the ietesiaiels in- 
flux of gold from America and its predicted continuance is giving 
a steady tone to the market.” It would seem that while the ex- 
port of our gold is on many accounts to be regretted, it is of 
some advantage to us in the way of steadying and improving the 
markets of the foreign countries with which we trade. 

During the twenty years ending with 1883 the export of gold 
and silver (the great bulk of it being silver) from San Francisco 
was to Japan, $25,677,100, and to China, $152,233,500. Of the silver 
exported from San Francisco a considerable part is imported from 
the west coast of Mexico. 

At the end of March the silver dollar coinage had reached $ 168,- 
425,629. 

The three-per-cent. bonds deposited by the National banks for 
circulation amounted on the nineteenth of March, 1884, to $184,- 
302,350, being $17,000,000 less than the amount of that class of 
bonds deposited on~-the first of December, 1883. During March the 
banks diminished their deposit of threes about $5,000,000, and in- 
creased their deposit of higher interest bonds about $ 3,000,000. 

Mr. Potter, of New York City, in his speech in the United States 
House of Representatives, March 25, ia favor of extending the taxes 
on bonded whiskey, made it his principal point that the present collec- 
tion of those taxes would hasten the payment of the three-per-cent. 
bonds, and thereby “undermine and destroy to a certain extent the 
National banking system, upon which rests, more than upon any 
other present instrumentality, the stability and prosperity of the 
business of the country.” 

The European statisticians are wrestling with the problem of the 
amount of gold in coin and bars in Great Britain. The English, 
avoiding all details, estimate it roundly at £ 120,000,000, including 
what is held by the banks. The German critics insist that it does 
not exceed £ 90,000,000. A Paris writer, Haupt, fixes it at / 1o1,- 
000,000, taking as his starting point the estimate of Newmarch that 
there was £ 75,000,000 in 1856, adding thereto the officially-stated net 
import since 1856 of £ 73,000,000, and deducting an estimated con- 
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sumption in the arts since 1856 of £ 46,000,000. Haupt admits the 
uncertainty as to the actual consumption in the arts, but thinks 
the evidence makes it probable that it was {£21,000,000 during the 
fourteen years ending with 1870, or at the average rate of £ 1,500,- 
ooo per annum, and £ 26,000,000 during the thirteen years ending 
with 1883, or at the average rate of £ 2,000,000 per annum. The 
consumption of gold in the arts is increasing everywhere with 
great rapidity. The principle which governs it is the one laid down 
in the report (1852) of Senator Hunter, of Virginia, that the use 
of gold and silver for the purposes of luxury, ornament and dis- 
play expands in a nearly exact proportion to the augumenting 
wealth of nations. 

The London Economist of March 15, reviewing the course of prices 
during February of British imports and exports, says: 

Again the tendency of prices has been downward, and in all 
metals, as well as in colonial wool, Manilla hemp, petroleum, tallow, 
and most descriptions of meat and vegetable foods, the further drop 
is distinct. 

The London Lconomist of March 29 says that “trade is inactive,” 
but thinks that it will now be “stimulated by the prospect of 
cheap money.” The sort of cheapness of money intended by the 
Economist is the cheapness of the rates at which it can be bor- 
rowed, and it has continued a long time in both Great Britain and 
this country, while trade has been all the while more and more 
depressed. The cause of the depression is the fact that money 
has been growing dearer to obtain by the exchange of com- 
modities for it, or, in other words, because the general range of 
prices has been falling, which always checks trade and productive 


industries. 

As illustrating the advantage which India has over Great Britain 
in the cheapness of labor, and especially in textile manufactures, 
we print the following table ‘from a high English authority, of the 
weekly wages now actually paid for the same kinds of labor in jute 
factories in Calcutta and Dundee (Scotland ): 


Calcutta Weekly Wages, Dundee Weekly Wages, 
52 Hours to the Week. 56 Hours to the Week. 
oe ij. 2 
Batching and preparing....... 2 10% , io 6 
PE. ccvevseseiesoccsesee 5 ‘ II 
ED o cove dewscccess 2 73% - 6 9 
Weft-winding (piece-work).... . - 14 
DL 6cccevec were sees cote = ” 15 
Weaving (piece-work) ........ 9 12 
CREED BOOGIE. 0 oc ccescccces 5 14 
EN ee eee 4 20 


In the Bombay Presidency, June 30, 1883, there were fifty-one 
mills manufacturing cotton cloth, containing 13,616 looms and 1,345,- 
042 spindles. During the preceding eight years there had been an 
increase of twenty-seven per cent. in the number of mills, fifty-two 
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per cent. in the number of spindles, and fifty-nine per cent. in the 
number of looms. During the preceding six years the consumption 
of cotton by these mills had increased from 226,980 to 352,232 
bales, of an average weight of 392 pounds. 

The British labor is the most efficient, but the Indian labor is 
said to be gaining in that particular. In the two cases of piece- 
work given in the table, the cost in India is in one case twenty- 
five per cent. less, and in the other case fifty-four per cent. less, 
with the further advantage of producing the raw material for cot- 
ton and jute mills. India seems to threaten Great Britain with a 
formidable competition in those lines of business, and not only 
Great Britain, but any other nation which undertakes to send cotton 
and jute goods to Eastern Asia. 

The last year’s history of the Bank of France shows continued 
progress in the policy which governed it during the preceding two 
years, of increasing both the total amount of its note issues and 
the proportion of its small note issues, which are in the case of 
that institution, 50-franc and 1oo-franc notes. Five years ago it had’ 
reduced its notes of those denominations as low as it could by not 
reissuing them as they came in. Of the 50-franc notes, on the 
nineteenth of August, 1879, only $3,258,000 were outstanding. Be- 
tween January 25, 1883, and January 31, 1884, the outstanding 100- 
franc notes increased from $216,244,680 to $ 244,602,320; the out- 
standing 50-franc notes increased from $47,251,590 to $61,418,150, 
and the total outstanding notes of all denominations increased 
from $ 579,905,641 to $632,501,081. The recent policy of the bank 
was dictated to it by the Government, which decided that the ex- 
port of gold should be met, not by raising the rates of discount, 
but by issuing 50 and Joo-franc notes to take the place of the 
gold. The French were accustomed to the use of the paper dur- 
ing and after the Franco-Prussian War, and are fast learning to 
prefer it to coin. The statement that France has, in and out of 
the bank, $800,000,000 of gold is a gross exaggeration. Cernuschi 
testified in 1877 before the United States Monetary Commission 
that the accepted estimates fixed the total metallic money in 
France, in and out of the bank, at $1,000,000,000. There is less to- 
day than there was then, and rather more than $ 500,000,000 of it is 
_ silver. 

A Vienna letter (March 24) says that the glut of loanable capi- 
tal which has been felt so long at Paris and London, has at length 
reached Germany, and as an example of that it states that a four- 
per-cent. loan of the city of Gothenberg was recently subscribed for 
seventeeen times over at Berlin and Hamburg. 

In Italy, in 1868, an income tax of 13.2 per cent., or rather more 
than one-eighth, was imposed upon the coupons of the public debt, 
and has been actually collected ever since by being deducted from 
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the payments of the coupons. The London Zconomiést of March 15, 
very naturally reflecting the wishes of the numerous British holders 
of Italian Government stocks, says that now, in view of the im- 
proved ability of Italy, this money tax ought, “in justice,” to be re- 
moved. It may have been harsh, and perhaps unjust, to have im- 
posed it, but now that it has been in existence during sixteen 
years, that all the issues of Italian stocks have been since made 
subject to that tax and at prices which took it into consideration, 
and that the present holders of Italian stocks have bought them 
since 1868 at lower rates on account of that tax, it would be as 
clear a fraud upon the Italian people to take it off as it would be 
for the Italian Government to decree a gratuitous increase of the 
rate of interest on its outstanding debt. 

Application has been made to the Government of Russia to au- 
thorize the formation of a company with a capital of twenty-five 
million roubles (equal, at the present coin valuation of the rouble, 
to about twelve and one half million dollars) to construct grain 
elevators on the American plan in that empire, with the right to 
issue negotiable warehouse receipts for the deposited grain. Among 
the applicants are said to be some French and American capitalists, 
but who are more probably promoters and financial manipulators. 
The capacity of Russia to produce wheat is practically unlimited, but 
it needs the aid of more facilities for handling and transporting it. 
The elevators which it lacks are within: the means which it can 
command, but the additional railroads which it lacks call for capital 
which it does not possess, and will find it difficult to borrow. Still, 
in some way, and after longer or shorter delays, its fertile plains 
and cheap labor will be made to tell, a good deal more than they 
now do, in the competition for supplying the grain demands of 
Western Europe. 
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A NEW SALT MINE. 


The discovery of a salt lake three quarters of a mile in diam- 
eter on the top of a volcanic mountain about 150 miles south-east 
of Albuquerque is reported by United States Marshal Morrison, of 
New Mexico, who recently visited it with Senator Logan and Sur- 
veyor-General Atkinson. The water is so strongly impregnated with 
salt that a thick, spongy crust has formed around the margin. This 
natural supply of pure salt is said to have been long known to 
the Indians. But the most curious feature of the lake, said Mar- 
shal Morrison to a reporter of the St. Louis Republican, is a tall, 
white column of volcanic origin which rises from its center to the 
height of 100 feet, sloping toward the top, and rough enough to 
be ascended with much difficulty. On reaching its summit the 
travelers were surprised to find that the cone was hollow, and en- 
closed at its base a pool of dark green water, to which they clam- 
bered down. They found no incrustations like those on the out- 
side, but the brine was so strong that a hand or stick thrust into 
it came out perfectly white with innumerable particles of salt. 
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MONETIZING SILVER BULLION. 


Suggestions from various quarters indicate the possibility that 
some plan may be hit upon which will make silver bullion a tender 
for debts, and thereby give a wider monetary use to that metal 
in this country, and, at the same time, escape at least some of the 
prejudices and hostilities which exist among considerable numbers 
of persons against the silver dollar coined under the Act of Feb- 
ruary 28, 1878. An agreement upon any plan of that kind which 
is consistent with sound ideas of finance, is much to be desired 
because every increase of the use of silver as money tends to re- 
store the old value relatively to gold, which it possessed before its 
demonetization by Germany in 1871-3. ; 

All the plans so far proposed, proceed upon the general ideas, 
(1) that bars of silver, with the amount of pure silver which they 
contain stamped upon them at the Government mint and assay 
offices, shall be a tender for all public and private debts at the 
gold market value of such silver; and (2) that upon the deposit 
of such bars in the Treasury, certificates shall be issued therefor, 
entitling the holders to the amount of silver deposited, or at their 
option to payment of the gold market value of the deposit in sil- 
ver dollars, at the par or nominal value of such dollars. None of 
these plans make such certificates a legal tender for private debts, 
but it must be assumed that they will be made receivable for Gov- 
ernment taxes of every kind. A refusal so to receive them would 
be idle, because the holders would in that case at once exercise 
their option of converting them into silver dollars which possess by 
law the function of discharging and satisfying all public dues. It 
may be added that it is probable that both gold and silver cer- 
tificates will before long be made a tender for debt, to which there 
can be no valid objection, and for which there are many reasons. 
A bill to make them a tender, submitted by Senator Hill of Colo- 
rado, is now before Congress. 

To the silver miner it makes no difference, directly, whether his 
product is monetized by making bars of it a tender for debts at 
the market value of the bullion which such bars contain, or 
whether he sells his product, as at present, at the market value, 
to the Government, to be coined for the account of the Govern- 
ment into dollars which are a tender for debts. In either case 
the miner gets the market price for his metal, no more and no 
less. He will gain indirectly if it turns out that more of his prod- 
uct is used for monetary purposes, by being monetized in the bul- 
lion form, than is now used by being coined into dollars. In that 
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case, less will be forced on the general markets of the world, and, 
other things being equal, the price of it will rise. 

If the Government substitutes the monetization of silver bullion, 
either entirely or partially, for the coinage of silver dollars, it will 
lose the whole or a part of the seigniorage profit which it now real- 
izes on that coinage at the existing gold price of silver. This con- 
sideration is alluded to because it is a part of the case, although 
it is of little consequence in comparison with some other parts of it. 

The expectation that more silver will go info monetary use in 
this country, by the proposed method of monetizing silver bullion, 
than by the present method of coining silver dollars, assumes that 
the Government, if it does not monetize silver bullion without 
limit, will at least monetize more of it than it now coins into 
dollars. That being assumed, it is claimed that silver legal-tender 
bars, and certificates of such bars, containing for each dollar of 
their stamped value an amount of silver, worth in the market as 
much as a gold dollar, would attain a larger circulation than can 
be attained by silver dollars, of which the bullion value is now 
about fifteen per cent. less than the bullion value of the gold dollar, 
and which in the opinion of many persons, whether mistaken or 
not, will fall in the market to their bullion value, within a period 
near enough to constitute a sensible risk in handling them, and es- 
pecially in holding them in the reserves of banks and other moneyed 
institutions. It certainly seems reasonable to expect a greater cir- 
culation of monetized silver bullion than of silver dollars, if we give 
to the circulation of money its proper signification, which covers 
the total amount in the country, including that in reserves. It is 
true of silver, as it is of all forms of money, that at any given 
moment it is only an infinitesimal part of it which is being passed 
from one person to another; that the great bulk of it is always held 
for the purpose of being used at a future time, more or less dis- 
tant; and that it makes no difference whether it is so held in the 
pockets and safes of individuals, or in the vaults of bankers. If 
banks and kindred institutions are actually influenced, as they 
doubtless are to some considerable extent, by a fear, whether well 
or ill founded, that silver in the coined dollar form is liable to de- 
preciate on their hands within some near period, and on that ac- 
count reduce their holding of it to a minimum, it is plain that no 
such fear would deter them from holding silver bullion monetized at 
its market value in gold. 

If silver bullion is monetized by being made a legal tender at its 
market value in gold, the question will still remain whether this 
shall be its gold value when it is stamped at the mint, or its 
average value during some period, as, for instance, one year imme- 
diately prior to its being stamped, or its value when tendered in 
payment. This last would be a fluctuating value, following the 
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course of the market, and it is essential to its being a legal money 
that the rate at which it should be a tender at every given time 
should be fixed by the National authority. This may be done for 
longer or shorter periods, as from year to year, or from month to 
month, or from day to day. In the plan of Mr. Sylvester, which 
seems to have attracted some favor in New York City, the value 
of silver for legal tender purposes is proposed to be fixed from day 
to day. 

The experiment is not a new one, of selecting one metal as the 
standard, and at the same time striking coins of the other metal, 
and leaving them to get such circulation as might be voluntarily 
given to them at their market value in the standard metal. The 
experiment has always proved a failure. In Germany, under the 
legislation of 1857, making silver the sole legal tender, gold coins 
were also struck, to be used between parties who could agree as 
to the terms of using them, but their circulation was insignificant. 
In India, for many years past, although a silver single standard 
country, the mints have issued a coin called a mohur (and it is 
still issued ), containing a weight of fine gold equal to the weight 
of fine silver in the rupee, which may be used between parties 
who can agree’ upon its value in rupees, but the Indian use of this 
sort of gold money has been as insignificant as it was in the Ger- 
man case. In the long debates, covering a period of thirteen years 
preceding the adoption of the French double standard law of 1803, 
the same proposition to make silver the exclusive legal money and 
to leave to gold coins a voluntary circulation at their market 
value in silver, was repeatedly urged but always negatived. One of 
the metals being the only legal tender, the other metal would be 
subject to all the difficulties and uncertainties of being satisfactorily 
disposed of, which attach to other commodities, and even to those 
commodities of which the market is wide and the fluctuations not 
rapid or great. It would not come at all within the common ideas 
and definitions of money, which must be something which is promptly 
accepted by substantially everybody for debts due to them, and in 
exchange for whatever they are offering to sell. 

It is probably true, although it has never been tested by actual 
trial in any country, that if there was added to the metal not 
selected as the standard, the faculty of being a tender for debts at 
its market value, and if all questions as to the fluctuations of its 
market value were authoritatively determined from time to time 
by the Government, it would attain a considerably greater circula- 
tion than if it was current only so far as it was voluntarily re- 
ceived. But the objections to such a species of money are numer- 
ous, obvious and insurmountable. 

In the rural parts of the country it would not be possible for 
the people to be promptly informed as to the changes from time to 
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time in the official valuation of silver. In those parts of the 
country in which access to such information was easy and constant, 
there would still remain the objection to the acceptance of silver, 
that the rate at which it might be a tender at any subsequent time 
would be uncertain. The suggestion that it was as likely to rise 
as to fall, would induce very few persons to receive it readily and 
willingly. What the great body of persons want in money is not 
the possibility of a brokerage profit, accompanied, as that would 
be in this case, by the risk of a brokerage loss, but the certainty 
of a prompt and universal acceptance by others at a fixed and 
known value. It is true that stamped silver bars, and certificates of 
such bars, if made a compulsory tender, could be forced upon all 
creditors, but in the majority of cases in which the relation of 
debtor and creditor exists, the interests of the debtor make it inex- 
pedient for him to make a tender in a species of money distasteful 
to his creditor. This is so in all cases in which the debtor needs 
new facilities from his creditor, in the shape of either further loans 
of money, or further sales of merchandise upon deferred payments, 
of which the most conspicuous, but by no means the only illustra- 
tion is to be found in the vast transactions between banks and bank- 
ers and their customers. Furthermore, the payment of debts is only 
one, although a very important, use of money. It is used in pur- 
chases where the party to whom it is offered is unaffected by 
tender laws, and who will either refuse an unacceptable species of 
money, Or accept it only at a discount, either openly avowed or 
under the thin disguise of a higher price for what he has to dis- 
pose of. 3 

Without further illustration, it is altogether plain that such a 
species of money would be distasteful to the great majority of per- 
sons; that its circulation would be clogged, embarrassed, and made 
difficult in a great variety of ways; and that it could become fairly 
current only by the sheer force of being issued in such quantity 
as to drive out of use all other forms of money. Even if there 
was no quotable market discount upon it, holders of it would pay 
it out whenever it was possible to do so, in preference to paying 
out either gold, greenbacks or bank notes, and this would cause it 
to constitute the entire tax receipts of the Government, as soon as 
enough of it was issued to answer that purpose. 

I{ silver bullion is to be monetized by making it a legal tender, 
it should be stamped at its gold value on the day when it is 
brought for that purpose to the mints by the owners, and it should 
retain that valuation as a legal tender without regard to subse- 
quent fluctuations in the gold price of silver. Nobody will propose 
that the Government should stamp it at any greater value, and to 
stamp it at any less value would prevent its being brought to the 
mints, as the market value in gold is always obtainable outside o 
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the mints. Its having been higher on the average during the pre- 
ceding year than on the day when it was offered for stamping, 
would be no reason for stamping it higher than it was on that 
day, and its having been lower would never induce an owner to 
submit to a valuation less than he could at the time realize in the 
market. Of course, the stamped value should in no event exceed 
the value which is now given by law to the silver in the coined 
silver dollar. . 

The certificates to be given for the stamped bars, if the owners 
should elect to deposit them in the Treasury, might be split up 
into the various denominations, now or hereafter to be prescribed 
by law for silver certificates. Manifestly, the Government could 
incur no loss by engaging to redeem the certificates by returning 
the identical weight of silver deposited, nor could it incur a loss by 
engaging to redeem the certificates, at the option of the holders, 
by paying the expressed gold value in silver dollars at par. On 
the contrary, in respect to all certificates issued before silver rises 
so much that its market and mint ratios to gold become the same, 
it would make a profit by such a redemption. It would be better, 
however, to have the Government engage to redeem the certificates, 
not in silver dollars, but in coined dollars. While this would leave 
the Government free to pay silver dollars, it would also permit a 
payment in gold dollars, if that should hereafter prove to be oc- 
casionally an easier method of payment, as it was from 1851 to 
1873. It is said to be a favorite maxim of the Rothschild family, 
and it is at any rate a good maxim, that it is always well to take 
an option when its costs nothing. 

Those who favor the continued coinage of silver dollars will cer- 
tainly refuse a voluntary assent to the substitution of any plan of 
monetizing silver bullion, which does not afford a prospect of some 
addition to the amount of silver now converted into money, and 
retained in use as money in this country. They will not overlook 
the liability of the stamped and monetized silver bars to be ex- 
ported and thereby reduced again to bullion, and will insist upon 
some compensating provision. 

Those who constitute what is known in this country as the gold 
party, may be divided for the purposes of the present discussion into 
two classes: 

First, those who wish to make gold the sole metallic money of 
the commercial world, with the principal view of maintaining the 
value of it at a certain height, and who would not be at all recon- 
ciled to such a lowering of it as would result from the concurrent 
use of silver, even if the bullion in the silver dollar was in- 
creased in quantity so as to be worth as much in the market as the 
bullion in the gold dollar, or if silver bars were monetized at their 
gold value. 
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Second, those who, while not specially objecting to an enlarge- 
ment of the total metallic money, or preferring some degree of 
enlargement of it, are vehemently opposed, for many reasons, to 
silver dollars inferior in bullion value to gold dollars, but mainly 
from their belief that at some period not remote such silver dol- 
lars will fall to their bullion value, displace gold from use, and bring ~ 
the country to what is called a single silver standard, with all 
the effects of such a standard upon existing contracts to pay 
money. 

The first class of persons will be as much opposed to silver bul- 
lion monetized at its gold value, as they are to the present coinage 
of silver dollars, and more opposed to it if the monetized silver 
bullion is to exceed the quantity now coined into dollars. The 
second class, on the other hand, will have very little objection, 
and perhaps substantially none, to the monetizing of silver bullion 
at its gold value, which, at the present market price of silver, would 
make the stamped bar, or certificate of such bar, the representative 
of a weight of silver to the dollar greater by nearly eighteen per 
cent. than is contained in the coined silver dollar. It is true that 
the gold price of silver may fall hereafter, so that a bar stamped 
at its gold value at one time may subsequently be worth less in 
gold, but these persons will see that however much the bullion in 
the stamped silver bar may fall, it will always be a good deal 
nearer to par in gold than the bullion in the coined silver dollar, 
which will fall far? passu with the bullion in the stamped bar. 
To what extent they may be willing to have the monetizing of 
silver enlarged is not certain, but probably not at present to any 
great extent. They are more likely to favor the tentative policy 
of trying the effect of a moderate enlargement. To whatever 
extent it is possible, with their aid, to obtain a larger monetary 
use of silver in this country, a future fall in its gold price will be 
made less probable, and there will be more reason for expecting it 
to rise. 

In a bill introduced into the United States Senate, February 22, 
1884, by Mr. McPherson of New Jersey, which provides for the 
stamping of gold and silver bars and for the issue of certificates 
for such bars as may be deposited in the Treasury of the United 
States, the issue of certificates for silver bars is limited to $ 5,000,- 
ooo monthly as a maximum. The amount of the contained bul- 
lion, but not the gold value, is required to be stamped on the 
silver bars. When, however, such bars are deposited, their gold 
value is to be expressed on the certificates issued therefor. But 
as such certificates are not a legal tender, while the bars, which 
are a legal tender, have no stamped specification af the amount 
of which they are a legal tender, and no method is prescribed 
for fixing the amount, the bill will need amendments in order to 




















1884. ] MONETIZING SILVER BULLION. 847 


make it effective for the purpose of increasing the monetary use 
of silver. 

The following change in the method of monetizing silver bullion 
may make it more acceptable: The contract of the United States, 
expressed in the certificate given for a deposit of silver, after stat- 
ing the gold value of the silver on the day when deposited, might 
be, in case a redemption in silver dollars was not demanded, to 
redeem the certificate by delivering an amount of silver having 
the specified gold value on the day of redemption. In the event 
of a fall in the gold price of silver, this form of contract would 
subject the Government to returning more silver than it had re- 
ceived; but it would also, in the event of a rise in the gold price 
of silver, enable the Government to redeem certificates with less 
silver than it had received. A rise is much more probable than a 
fall, under the enlarged monetary use which can be given to silver 
by monetizing silver bullion. 

The silver bars stamped by the method outlined above, in addi- 
tion to retaining always their legal tender value, and to being 
always convertible at that value into silver dollars, whatever fluctu- 
ation may take place in the gold market price of silver, will have 
the further advantage that the holders of them will get the benefit 
of any rise in the gold price of silver, inasmuch as they can at 
any time realize in the market the current value of their bars with- 
out reference to the stamp on them. It would seem probable that 
the banks, which now hold as little silver as possible in their re- 
serves, might hold as much as possible in the form of the silver 
bars as proposed to be stamped, or in certificates of them, on 
which there could be no loss and might be a profit. Such bars, 
whenever their market value was equal to or higher than their 
stamped value, would also always be available as a remittance, either 


to Europe or to Asia. 
GEO. M. WESTON. 
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THE STATE BANK OF RussiA.—In Russia is found a real bank of State, 
such as exists in no other country. Before the Crimean War there were at 
Moscow, St Petersburg, and other large cities, official banks, of which the 
active were absorbed by the State. The Bank of Russia was then founded, 
and it absorbed the assets and assumed the debts of the old banks. Its 
capital of twenty million roubles ($13,000,000) was supplied by the Govern- 
ment. It appears, from what can be learned of the management, that it is 
in the hands of a sort of ministry, appointed by the Government, whose op- 
erations, good or bad, result either in the enrichment or impoverishment 
of the public Treasury. The bank is divided into two distinct parts, 
one of which has charge of the public finances and the liquidation of the 
old institutions, while the other is concerned in commercial business. The 
bank issues circulation to the amount of the Government indebtedness to it, 
under the title of Bills of Credit, the amount in 1881 being 545 million roubles. 
The bank is charged with the management of the financial part of the diffi- 
cult matter of the enfranchisement of the serfs. 
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THE MELBOURNE CLEARING-HOUSE. 


Returns from the Melbourne Clearing-house, kindly furnished by 
the Inspector, Mr. Chester Earles, show that the estimates of its 
transactions for the last two years from the partial returns access- 
ible have not done full justice to the amount of its exchanges. 
The following is the total of its clearings and balances for 1882 
and 1883: 

Notes Pe Balances. ~ 
Exchanges. included therein. Total, Paid in Coin. Vouchers. 


1882 \& 141,941,408 .. £ 13,578,044 .. £ 8,773,490 .. £ 2,683,490 .. £ 6,090,000 
; me: os pee - 2 sare, v Z —— - be nn 
142,120, o° 14,105,905 .. 451,999 .. 2,032, ee 9449,000 

1883 } “$ 691,657,063 .. $68,660,278 .. $40,267,501 .. $ 9,893,443 .. $31,384,058 


The Melbourne Clearing-house now embraces eleven banks, the num- 
ber having been increased by the admission of the City of Melbourne 
Bank, Limited, in July 1883. The largest transactions at the Clear- 
ing-house were those of the National Bank of Australasia, amounting 
to £19,753,706 brought and / 19,698,027 taken away. Next follows 
the Bank of Australasia, with £ 17,745,345 and £17,933,431, respect- 
ively, then the Bank of Victoria, Commercial Bank of Australia, 
London Chartered Bank of Australia, Union Bank of Australia, 
Limited, Bank of New South Wales, English, Scottish and Austra- 
lian Chartered Bank, Colonial Bank of Australasia, Oriental Bank 
Corporation and the City of Melbourne Bank, Limited, in the order 
named, all except the last having dealings of over £ 20,000,000 with 
the Clearing-house, counting both ways. The banks keep on de- 
posit, with trustees appointed for the purpose, a sum in coin 
against which vouchers of £ 500 and £1000 each are issued to an 
equal amount to be used only in the weekly settlements. This de- 
posit remained, up to July, 1883, uniform at £420,000 or $2,043,- 
930. It was at that time increased to £ 500,000 or $2,433,250, the 
smaller amount having been found insufficient. The rate of interest 
at Melbourne has remained very steady. D. P.. B. 





+ -- CO 


GAMBLING BY BANK CLERKS.—An expedient for preventing their clerks 
from dabbling in stocks has been adopted by the eminent London banking 
firm of Baring Brothers. Learning that some of their clerks were in the 
habit of thus speculating, and knowing the danger to their own interests, and 
to the future of their employes, they hunted up the brokers engaged in the mat- 
ter, and then laid the case before the London Stock Exchange. As a result 
the two offending brokers have been suspended for two years. A precedent 
has thus been established which it would be well to keep in remembrance. 
Nearly all the defaulters of this country have been amateur stock specu- 
lators, and they must have employed brokers who knew, if they knew any- 
thing, that other people’s money was put up as margin. 

In this city respectable brokers have learned to be on their guard against 
the encouragement of embryo defaulters. 
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A PERPETUAL BANK NOTE BASIS. 


It is natural that the discussion carried on in the columns of the 
daily press, with a view to remedying the evils arising from the re- 
cent steady contraction of National bank circulation, should be 
fruitful in suggestions of immediate, if temporary rather than per- 
manent and well-considered methods of relief. Prevention is better 
than cure, but when cure is necessary, preventive measures are not 
apt to be first considered. It is not surprising, under the circum- 
stances, that the abolition of the tax of one per centum on Na- 
tional bank circulation, and the substitution of the market value 
for the par value of the bonds on which that circulation is based, 
as the measure of its volume, should be more generally urged than 
the adoption of any other form of security for circulation, in antici- 
pation that the outstanding volume of United States bonds will be 
paid off in the near future. The decline in average commercial 
values has tended to make the gradual contraction of circulation 
less severely felt by the business community, and a sudden upward 
turn in the prices of leading American staples, followed by a con- 
tinued advance, would make the consideration of legislative make- 
shifts even more important. 

Hence there is danger that the propriety of reducing the National 
debt, whenever other things are equal, will be obscured or entirely 
forgotten. There is already considerable antagonism to the idea 
that this generation should bear the whole burden of paying the 
debt incurred in preserving the Union for future generations, and 
there is no general disposition to question the expediency of reduc- 
ing the surplus revenue in order to relieve our people of a portion 
of this burden in the shape of taxes that can safely be abolished. 
But the claim that a National debt should be maintained perpetu- 
ally to furnish the basis for circulation issued under the National 
banking system, is one which the truest friends of that system 
would not see advanced without regret. They cannot fail to recog- 
nize the probability that demagogues would utilize such an argu- 
ment for the abolition of the National banking system, whensoever 
an opportunity for making that argument effective should occur. 
The balance of power controlled by the intelligent citizens of the 
United States appreciates too highly the adaptiveness of National 
bank currency to the demands of the people at all times, to permit 
its overthrow by anything like a sudden freak of partisan hostility 
to it. No such institution can be abolished, except by gradually 
educating the public up to the idea, and nothing less than such a 
claim as that the nation should be forever in debt for its sake 
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is likely to prove the medium for administering the first lesson in 
such a process of education. The National banks have become 
firmly rooted in the esteem of most of those who remember the 
inconveniences of State banking, and the present generation takes 
them as such a matter of course that a revolution in public opinion 
would be necessary before the occasional threats of rural or frontier 
congressmen against them could be carried into effect. 

Many of our conservative citizens are opposed to any phase of 
paternal government as unrepublican, and will not countenance the 
idea that the nation should keep several hundred millions of its 
debt outstanding in order to give the people safe investments, 
either directly in Government bonds, or indirectly in National bank 
stock. Many of them favor the abolition of internal revenue, and 
some of them the abolition of revenue from customs duties. Inas- 
much as debt reduction depends upon surplus revenue, and the 
need of revenue is too variable to be safely calculated far ahead, it 
would seem preferable that the National banks should be freed 
from dependence upon changes in the nature and volume of the 
Government’s outstanding liabilities. Experience teaches that such 
changes are attended with considerable inconvenience to the banks 
themselves. Now if it can be shown that the National banking 
system is not necessarily dependent for its existence upon the main- 
tenance of a National debt, the way will be clear for the formula- 
tion, at the proper time, of some equally simple and safe method 
of securing National bank notes, to the perpetuity of which there 
can be no reasonable objection. 

In order to effect this demonstration it is necessary to analyze 
the feeling of confidence which makes a National bank note as 
universally and promptly acceptable as coin or greenbacks. If we 
seek to trace this feeling of confidence to its true source, we will 
find it generally admitted that it is due somehow to the National 
feature of this form of currency. Now this vague and ignorant 
worship of an unknown supremacy need but be studied attentively 
in order to be explained to the worshipers. It arises either from 
the fact that the note is secured by United States bonds, or from 
the fact that this security is deposited with a responsible bureau of 
one of the departments of the Government, and surrounded by a 
network of legal restrictions which render it well nigh impossible for 
the holder of the note to lose anything, so perfect is the provision 
for its collection in every possible event. Let us, without prejudice, 
assume for the sake of argument that the regulations for the pro- 
tection of the note holder are of minor importance, and that the 
real value of the note is due to its being secured by a deposit of 
‘Government bonds. Would it answer just as well if the National 
banks of New York City deposited their bonds with one of the 
great trust companies, or if each bank deposited the bonds secur- 
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ing its circulation in the Treasury of the State in which it is lo- 
cated? It is hardly possible to overestimate the emphasis with which 
a proposition to deposit the bonds thus, instead of in the Treasury 
Department at Washington, would be condemned in every quarter. 
The inference from this supposititious alternative is certainly that 
while a National bank note derives some value from being secured 
by Government bonds, as indeed any form of loan would derive 
from the unexceptionable character of its collateral in such an event, 
it acquires far more of its acceptability and worth from the fact 
that the United States Government is the agency for the enforce- 
ment of its collection. The mere circumstance ‘that an interest- 
bearing form of Government indebtedness is employed to secure 
the note, is only an incidental feature of the nation’s responsibility 
for the solvency of the bank issuing that note, so far as the holder 
is concerned. Thus an examination of the first alternative drives 
us to the second: if the note does not owe its instantaneous ac- 
ceptability to the fact that it is secured by Government bonds, it 
must owe it to the fact that the security is deposited with the Gov- 
ernment itself, and that the Government is responsible for the proper 
disposition thereof. 

Let us assume this in turn for the sake of argument. If it be 
true, we would naturally expect every plan suggesting a substitute 
form of security for bank notes, to co=tain some such provisions 
as those now in existence for bank examination and ultimate liqui- 
dation under the supervision of a central bureau. A mere glance 
at the principal substitutes suggested is enough to convince us 
that the desirability of retaining this feature is universally recog- 
nized. No one of these schemes, whether proposing State bonds, 
or foreign bonds, or municipal corporation bonds, or real estate 
mortgages, or railroad first mortgages, as a proper security for de- 
posit as a basis for bank circulation, fails to insist that the Treas- 
ury Department at Washington shall be the depositary, and shall 
retain its existing authority to enforce the rights of the note holder 
to the extent of one hundred cents on the dollar. That all these 
plans are defective has been pointed out by Secretary of the Treas- 
ury Folger, but he had no immediate occasion in his annual report 
to call attention to the one general principle which may be recog- 
nized as underlying all of them. What we learn from them is that 
which is common to all. National regulation under a carefully ad- 
justed system of checks and balances is the one essential, embodied 
in all, and it becomes clear from the perusal of Secretary Folger’s 
report that these plans are most defective in proportion as they 
would make that essential hard to realize. The facts that the na- 
tion has no voice in determining the duration of foreign, State, 
municipal or railroad bonds; that in many other respects they would 
be beyond its control, and that it would be impossible to equalize 
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their value or that of real estate mortgages by a National guaran- 
tee, without making dangerous strides towards centralization, and 
necessitating a vastly increased complexity and liability to corrup- 
tion in the civil service, are objections which appear to President 
Arthur and Secretary Folger to be insuperable. The adoption of 
such plans would make it far easier to sacrifice than to retain the 
nature of the National control at present exercised over this por- 
tion of our currency. That control would either slacken to such 
an extent as would impair the confidence felt in the security of 
the notes, or it would be converted into the only form of supreme 
control practicable on such a vast scale as would be required, a 
vast system of machinery that would succeed in the evil of sub- 
ordinating the States to a condition of hopeless dependency upon 
the nation, ~vhile it would fail in the attempt to retain any ac- 
cessible form of responsibility over such an enormous field of 
operations. The existing laws for the government of the Comptrol- 
ler of the Currency constitute a happy medium between such 
financial anarchy as prevailed under the old State bank system, 
and such liability to evade any efficient harmonious control as 
would be inevitable under the new systems proposed. 

It may be argued that it is the combination of National super- 
vision with the employment of certificates of National debt as se- 
curity, rather than any element of value, however great, residing 
in either member of that combination, which makes the character 
of the National bank note what it is; but is it not plain that the 
general principle itself is bound up in the former feature, while 
the latter is only a particular application of this general principle, 
and might conceivably be replaced by some other application of it, 
provided the principle itself remained dominant throughout ? 

We find, then, on every hand, that we are forced to the conclu- 
sion that the Government is most useful to the system of National 
bank currency as a_ solvency insurance agency, rather than as a 
debtor. Whether we consider the probable result of its remaining 
a debtor without continuing to act as a solvency insurance agency, 
or whether we examine the tentative schemes advocated for 
making it a solvency insurance agency without being a debtor, the 
result is the same, and the schemes are only objected to because 
they are alike incapable of realizing the perfection of the idea of 
solvency insurance. If the friends of the National banking system 
wish to see it perpetuated, they must consider the conditions likely 
to prevail decades hence, when the country will be much more 
thickly populated and developed than now, and its needs of cur- 
rency multiplied in proportion. Not only is any plan requiring in- 
creased complexity of the machinery of the system not to be 
thought of, but every new plan, and even every new suggestion for 
the incidental improvement of an old plan, should, whenever pos- 
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sible, tend to simplify its operations. Otherwise the National bank- 
ing system will not increase its usefulness abreast of the growth 
of the Republic. If responsibility becomes elusive, confidence will 
disappear with it. 

An important element in the simplicity of the present National 
banking system is the fact that there are only two parties to the 
contract established when a banking corporation accepts the pro- 
visions of the United States laws. It is desirable that the num- 
ber of parties be retainéd at the minimum, The existence of debt 
for which a given party is responsible, if that party is controlled 
by principles of equity, has a binding force which is entitled to a 
place in the catalogue of elements of value in the system which 
we are considering. The danger that certain advantages will be for- 
feited if that debt is not made good, adds to the cohesiveness of 
a contract involving the transfer of documentary evidence thereof. 
If we analyze the application of this truth to the virtual contract 
between the United States Government and any given . National 
bank, we find that it is the bank, and not the Government, that is 
primarily held in check by the transfer of evidence of indebtedness, 
though it is the Government’s and not the bank’s indebtedness. It 
is not too much to say that the good faith of the Government is 
the only thing to prevent the destruction of the Government bonds 
held to secure National bank circulation, as many a dishonest indi- 
vidual debtor would destroy the evidences of his debts if he once got 
them in his possession, even with the certainty of being punished, 
or at any rate looked upon as a thief. There is no such certainty 
that the Government would be punished, or even found out. It is 
conceivable that the Government should destroy its own bonds 
held by it as trustee for its creditors; it is conceivabie that the 
courts in which those creditors would seek redress would be so 
corrupted—bench and jury, panel and witness box alike—that noth- 
ing could be proved against the dishonest officials in question. It 
is impossible to contemplate such a happily remote possibility of 
National degradation without a shudder, but we may learn a lesson 
from it. And that lesson is, that not only is the supposed indis- 
pensableness of Government bonds to National bank circulation 
without foundation, but that it is a fetish, deference to which ob- 
scures the real merits of the question, and that in -the event of 
decay in the morals of the Government, it is not one whit safer 
than any other form of good security that could be substituted 
under the same regulations, if, indeed, it would not offer an addi- 
tional temptation, under certain circumstances, to the demoralization 
so much to be dreaded. 

A closer scrutiny of the arrangement between the two parties to 
the virtual contract reveals the solution of the problem. As a’ 
matter of fact, the bank is the real debtor, and the Government's 
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attitude as a debtor is only incidental. We have seen that the bank 
is subject to the only restraint that inheres in this special arrange- 
ment, the Government being only controlled by the general neces- 
sity of inspiring respect, if it ‘s to maintain its authority over a 
nation that insists on honest administration of its affairs. The Na- 
tional bank note is simply a collateral trust loan of the highest 
rank; the bank is the real borrower, and the Government is only 
the trustee. Give the trustee all the legal authority necessary for 
realizing on the collateral deposited, and within certain limits it is 
not of supreme importance what the collateral is. In the case be- 
fore us the “legal authority for realizing on the collateral deposit- 
ed” may be made comprehensive enough at pleasure to give the 
collateral the first-rate character which it undoubtedly requires. 
The “certain limits” may be strictly observed. Now, if the Gov- 
ernment is thé trustee and solvency insurance agency, if the bank 
is the real debtor, if it is desirable to retain the simplicity due to 
the fact that the number of parties to the arrangement is the 
minimum; and if, withal, a new security is wanted as a_ substitute 
for Government debt as a basis for the bank’s notes, the solution 
of the problem fairly forces itself upon us. Let the bank be the 
apparent debtor as weil as the real debtor. Secure the notes by 
certificates of the bank’s indebtedness. 

Certificates of a corporation’s indebtedness are either redeemable 
or irredeemable. In the latter *event they are generally issued as 
certificates of the capital stock, and the laws and principles gov- 
erning their creation are almost daily becoming more clearly de- 
fined by the decisions of the courts. The irredeemable feature of 
a security is just what is sought for when the perpetual employ- 
ment of that security is in contemplation. It would seem incredible 
if we were told that so simple and obvious a series of conclusions, 
pointing almost spontaneously to a definite idea, had not resulted 
in the promulgation of at least one plan for the deposit of Na- 
tional bank stock with the Government as security for circulation, 
and in the system suggested in the forty-seventh Congress, by Hon. 
Abram S. Hewitt, may be found at least a base of operations for 
the banking community in elaborating this idea. Retaining the pres- 
ent machinery of supervision by the Comptroller of the Currency 
and by examiners of his appointment, and providing for the redemp- 
tion fund and the reserve fund, Mr. Hewitt proposed that each bank 
be entitled to issue notes to the amount of ninety per cent. of its 
paid up capital, said notes to be a lien upon the liability of the 
stockholders for one hundred per cent., in addition to the paid up 
capital of the bank, as well as upon the assets; that the banks, 
as a whole, guarantee the circulation of each individual bank, and 
pay into the Treasury of the United States a coin reserve of ten 
per cent. of their capital for the immediate redemption of the 
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notes of a failed bank. The amount drawn from this reserve 
would be replaced at once by assessing the banks, and the assess- 
ment would subsequently be refunded when the affairs of the 
broken bank were wound up. In other words, a bank with a paid 
up capital of $1,000,000 should have a nominal capital of $2,000,000, 
and be entitled to issue $900,000 circulation. If it desired more 
capital it would of course increase its nominal capital by double 
the amount of additional paid up capital required. The unpaid 
half of the nominal capital would be represented by stock certifi- 
cates deposited with the Comptroller of the Currency, who should 
retain possession of them under laws providing that the payment of 
that stock should only be called in the event of its being required 
to protect the notes. 

The total extinction of the National debt has been generally re- 
garded as so remote that a form of plan to be adopted only in 
the event of steady progress toward the realization of that policy 
has not attracted a great deal of attention. There has been very 
little opportunity for judging of the impression made by Mr. 
Hewitt’s suggestions, so it is not easy to forecast the modifications 
which it will be likely to undergo when the legislation embodying 
its general features shall be in process of incubation. Should that 
time ever arrive the details could no doubt be brought into har- 
mony with the simplicity and equity of the principles embodied, by 
free discussion at bankers’ conventions, and by conferences of repre- 
sentative financiers with the Treasury officials and the Banking and 
Currency Committee of Congress. KEMPER BOCOCK. . 
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> ARGENTINE REPUBLIC. 


The Argentine Republic has 800,000,000 acres of arable land, most 
of it treeless pampas, which, like a large part of our own prairies, 
were considered desert lands until tree belts and the plough proved 
the contrary. Only 2,000,000 acres are as yet under cultivation, barely 
one-twentieth of the acreage under wheat in this country; but from 
this limited area the Argentine Republic exports 10,000,000 bushels 
of wheat and 5,000,000 bushels of corn, in one case a fifteenth and 
in the other a tenth of our own average exports. Five years ago the 
Republic had only 1,000,000 bushels of wheat for export; but, like 
the supply from India, the export surplus of Buenos Ayres has in- 
creased by doubling each year. Ten years ago, when the production 
of grain in this country began the marvellous expansion which has 
been the basis of our subsequent prosperity, our wheat fields were 
almost alone in the advance. It is now shared by others, and the 
experience of the last five years indicates that there are in India, 
Australia, New Zealand, the Argentine Republic and Egypt, territory 
ready for cultivation, which, in five years more, will be duplicating 
our present export surplus and at somewhat below our price. The 
fact cannot be overlooked in considering the future.—PAzladelphia 
Press. 








THE BANKER’S MAGAZINE. 


BANKING—ITS PROGRESS AND DEVELOPMENT. 


Our readers will appreciate the following extracts from a very in- 
teresting lecture by Mr. George Hague, General Manager of the Mer- 
chants’ Bank of Canada, delivered recently in Association Hall, 
Montreal. The lecture is entitled “The Banking Interests of Can- 
ada; their Progress and Development,” and gives an admirable his- 
tory of the Canadian banks and of their system. We regret that 
our space does not admit a larger extract: 


As a community progresses in civilization there gradually arise 
two distinct classes of persons in it. The one consists of the active, 
the bold, and the enterprising, who are ready to undertake new 
operations, push out into new regions, run the risks and chances of 
business, and take the lead in the projects which are the sign of 
progress and growth in the community. With that class, enterprise 

redominates over caution, though caution is by no means wanting. 

he other class are those who are more cautious than enterpris- 
ing, who are, indeed, so careful of their savings as to be unwilling 
to risk their money in business enterprises. They prefer either to 
take care of it themselves, in an old stocking or cupboard, or to 
entrust it to some reliable person to take care of it for them. 
These two classes prevail, with more or less distinctness, in every 
civilized community. Between the two, in process of time, arises 
another class entirely distinct from both, yet having characteristics 
common to each. The person who stands between these two classes 
is the banker. And the perfect banker has caution and enterprise 
in exact equipoise. Primarily, the banker is a trusty and respon- 
sible individual, who acquires the confidence of the community 
from his prudent habits, solid character and known wealth. The 
latter has invariably been regarded as a necessary attribute of a 
good banker, it being manifest that the person who takes charge 
of other people’s money should have shown some capacity to take 
care of his own. 

A banker, then, in the origin of things, is a person who is en- 
trusted with the care of other people’s money. For many ages, 
long before the dawn of our present civilization, this function was 
in vogue, and in the days of the Roman Empire it was systema- 
tized to such a degree that we find a pertinent reference to it in 
our New Testament Scripture: When the unfaithful custodian of 
the one talent was reproached for his neglect, he was asked why 
he did not take the money to the bank, that his master, at his com- 
ing, might receive not only his money, but the interest on it. The 
function of taking care of other people’s money, however, is not 
so simple as many might yam here was, indeed, a bank or- 
ganized some years ago in Washington, U. S., in which, at the first 
meeting of the directors, the president propounded an original plan 
with regard to deposits. “I suppose,” he said, “we shall have de- 
positors coming with their money. Now, in order to take proper 
care of it, | propose that we put each man’s money into a sepa- 
rate compartment of a wallet, so that when he wants the money it 
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will be there at his disposal.” The worthy gentleman did not inform 
his co-directors how the bank was to make any /rofit on the money 
stowed away in the wallet. If the bank had been conducted on that 
princi le, another primitive and not irrational idea would have come 
into force—namely, that instead of the bank allowing interest on 
the money, the customer would pay the bank a good round sum 
for taking care of it. Banking, however, has never been carried on, 
even in primitive times, in this fashion. When bankers have re- 
ceived money to take care of, or on deposit, as it is called, they 
have always been expected to allow interest upon that portion of 
it which was left for a stated period or on certain notice. Hence 
came the necessity on their part to make interest themselves by 
employing the money in some form or other. This necessity for 
making interest on the money deposited with him brings the 
banker into contact with the other class of the community—namely, 
those who are carrying on business of various descriptions. This 
class of persons, with varied degrees of responsibility, require, as a 
rule, more money than they have of their own. In other words, 
they require to borrow. If they sell goods on credit they are 
apt to ask for some promises in writing from their customers to 
pay for these goods on a certain day; in other words, to give 
them promissory notes, or their acceptance, as it is called, of an 
order to that effect. For such promises to pay, or acceptances, from 
sound and reliable people, a banker is always willing to give money 
at a price agreed on. Thus, then, they become customers or clients 
of the bank, in exactly the opposite sense to the other class. The one 
class are constantly and quietly saving money and entrusting it to 
a banker to take care of. The other class, although they may have 
considerable capital. of their own, find themselves so urged along 
by an enterprising spirit as to be under the necessity of borrowing 
money from one who is the dispenser either of his own or another’s. 
The banker’s business is to study the character and requirements 
of both classes of his customers. With the class of depositors he 
has to study how long their money is likely to remain; for much 
of the money he has on deposit is expressly left on the condition 
of being paid when called for. He gives his customers what are 
called checks, which are simply orders to pay out their money 
without the slightest notice; and he holds himself ready to pay 
these checks across his counter at any time—an onerous obligation, 
indeed, which he fulfills at the peril of his business. He must, 
therefore, perforce, master the conditions of this branch of his busi- 
ness, and be able to calculate with reasonable assurance what de- 
mands are likely to be made upon him, from time to time, and 
what amount of money he should keep on hand in order to be 
able to satisfy them; fv- such demands must be satisfied on the 
instant. If the banker were to say to the holder of a check, “ Call 
to-morrow and I will pay you,” he would have to close his office, 
even if he were as rich as Croesus. This is no theory; it has been 
proved by experience. An accurate understanding, therefore, of this 
point is of the very essence of banking. It is obvious that if a 
banker receives from sundry persons—let us say $100,000 in various 
sums, for which he is liable to be called upon at various times—it 
would be-the height of imprudence for him to lend the whole 
$ 100,000 to one person for a period of twelve months, no matter 
though the borrower were as solid and stable as a Rothschild. For, 
in this case, you will perceive, when the depositors from time to time 
called for their money he would have none to give them until the 








858 THE BANKER’S MAGAZINE. [ May, 


end of the year. Their money would be safe enough, but he 
would have demonstrated his utter unfitness to be a banker. His 
“usefulness” would be “gone,” and his “occupation” would go too. 
But the other branch of the banker’s knowledge is a far more 
dificult one than this—namely, how to deal with the men of busi- 
ness who come to borrow his money, and of whom there are al- 
most infinite varieties. This is a branch of banking which demands 
many years of trained experience. A banker, in order to lend his 
money safely, requires to have a general acquaintance with the 
branches of business that are carried on in the community in 
which he lives; not a technical, but what may be called a finan- 
cial acquaintance. He should know constantly, and in various con- 
ditions of the markets of his own country or the world, whether 
these branches of business, or any of them, are in a prosperous 
condition or otherwise. This is the first point. Then he should 
know the men themselves. “The proper study of mankind is man,” 
said Pope. To no one does this apply more forcibly than to a 
banker. He should know what amount of money his customers 
have of their own. If they are wise they will tell him honestly, 
whether it is much or little. It never “pays” in the end, depend 
on it, to deceive your banker. He should be such a good judge of 
character as to tell whether a man’s word can be trusted, and his 
promises relied on—in short, whether his customer is honest. He 
has to consider, too, whether his customer is prudent or rash; 
whether he understands the business he is carrying on, or other- 
wise ; whether he is a new man in the trade, or has had long ex- 
perience; whether he has ever failed, and, if so, under what circum- 
stances. In discriminating, one of the nicest points for a banker is 
to understand exactly when enterprise becomes rashness, and when 
legitimate trade, with reasonable risks, becomes daring speculation. 
A banker, in dealing with his borrowers, has, in fact, constantly to 
take the measure of men. It will be evident that in vem Pate 
large sums of money belonging to the cautious and prudent who 
have entrusted, it to his custody, he is bound to exercise all pos- 
sible care in lending it in his turn. Otherwise he will be in dan- 
ger of losing, not only his own money, but theirs. In the large 
and numerous class of borrowers every variety of the enterprising 
and speculative element is to be found. There are men who have 
little to lose of their own, but who are willing to lose hundreds of 
thousands of dollars of the money of other men if they can bor- 
row it. There is the man with a new project, who is fully per- 
suaded that there are “millions in it,” who importunes the banker 
to assist him by risking the money at his command, without, how- 
ever, promising the banker aforesaid any share in the millions afore- 
said. There are numbers of transactions offered to a banker on 
the principle of “heads I win, tails you lose.” On the other hand, 
there are men who are just as cautious in taking credit as a banker 
is in giving it—who would never, on any consideration, borrow 
what they could not repay at the time promised. The men who 
are as prudent as they are honest and enterprising—these are the 
banker’s choicest customers. This is, then, his position; he is the 
middleman, so to speak. With one hand he receives the money of 
the cautious; with the other he dispenses to the enterprising. If 
he deals wisely he may do well for himself after rendering to both 
of them the greatest possible service, enabling employment to be 
given to thousands, and developing the resources of his district. 
There is another function of the banker which very naturally 
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falls to his lot in connection with the other two. In the opera- 
tions of commerce money requires constantly to be transferred from 
place to place and from country to country. Bankers naturally 
correspond with men of their own class. They generally know one 
another, and are willing to be of mutual service to each other, 
and perform the function of transferring money from place to place by 
such correspondences. The operations of merchandise cause money 
to accumulate in the great centers of trade and commerce, such as 
London and New York, or, in a much smaller degree, Montreal. 
Bankers receive money at one point and agree to transfer it to 
any other point, by means of correspondents at leading centers and 
all who are in correspondence with them. There are few more useful 
functions than this. I have spoken of the banker, so far, as if -he 
were wholly and constantly a private individual. And this, in truth, 
was the early form in which banking business was done. The indi- 
vidual generally developed into the banking firm or partnership, the 
different branches of the business being attended to by different part- 
ners. These firms gradually acquired more of public confidence as 
their aptitude and wealth increased, and so their business went on, 
sometimes for generation after generation. New men came in who 
had been thoroughiy trained to the business in the banking house, 
generally sons of partners who entered the office on the same 
terms as the lowest clerk, and worked their way up through all 
the grades until they became the heads of the firm. Such firms as 
these were, until a comparatively recent period, the only bankers 
known in England, with the solitary exception of that great joint- 
stock corporation, of world-wide fame, the Bank of England. It is 
a striking instance of the persistence, steadiness and continuity with 
which business operations are carried on in England, that some of 
these firms of bankers have continued in the same business with 
unbroken succession for over 200 years, such as the house of Childs 
& Co., who were bankers in the reign of Charles II, and are 
bankers in full and active career in the reign of our good Queen 
Victoria. In their unbroken continuity they set us, the men of 
this Continent, I venture to say, a very good example. Some fifty 
years ago, however, a number of these private bankers in Eng- 
land conducted their business imprudently, lent their money in- 
cautiously, were overwhelmed with disaster, and fell, to the great 
loss of their depositors. This led, after a year or two, to the in- 
corporation of joint-stock companies for banking purposes, each 
shareholder in which was liable for the whole amount of his means 
for all the debts of the institution. These joint-stock banks are now 
becoming universal in England. Such a thing as a new private 
banking firm is almost unknown. 

In Scotland, however, joint-stock banking has prevailed almost from 
the first. There the business of banking has, for many generations, 
been carried on by great corporations having their headquarters in 
Edinburgh, Glasgow, or Aberdeen, which opened offices for the de- 
posit of money and granting of loans in the cities and towns, not 
only of their own district, but of all parts of the country. Thus, 
travel where you will in Scotland, if you come to a town you will 
be sure to find an office of the Bank of Scotland, or the Royal 
Bank, or the British Linen Company, or the Clydesdale Bank. 

These little offices receive deposits, and the whole wealth of the 
great corporation is liable for the smallest sum. The enterprising 
and active men of business of the town find that they ‘have the 
means and resources of a great bank placed at their disposal, and, 
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provided they give satisfactory security, the amount may be far 
larger than could possibly be placed at their command by any local 
banker. These institutions, with one or two striking exceptions, 
have been so uniformly well managed during the course of one 
hundred and fifty years or more, that to the minds of Scotchmen 
they are the very types of strength and security, and deservedly 
so. The men who manage these corporations have made themselves 
thorough masters of the two branches of the science of banking 
before referred to. They have accumulated a body of rules and 
traditions, which, of themselves, would be a fortune to any one who 
were entering upon the business for the first time. Much of this 
has been transmitted to Canada, and is embodied in our banking 
methods. The banking of Ireland has been conducted very largely 
on a similar model, and with as uniform a success. But it is time, 
you will think, that something is said now about banking in Can- 
ada. It can be understood how it has come to pass that, to a 
large extent, banking in Canada has followed the models of Scot- 
land and Ireland rather than of England. A large part of the 
commerce of early Canada was in the hands of men from Scot- 
land, or the north of Ireland. When the need of banking first 
began to be developed it was therefore natural that these men 
should cast about and endeavor to establish institutions on the 
model of those they were familiar with. The joint-stock form of 
banking, in fact, was the only one possible in those days. The 
first banks were of course in Quebec and Montreal. io dice a 

Few persons in America, at least, have any idea of the extent of 
the operations of one of the great joint-stock banks of Canada. 
The Bank of Montreal has its central board of directors and prin- 
cipal management in Montreal, and does, as may be imagined, the 
leading business of the city from which it takes its name. But if 
you travel all the way to Halifax, more than 800 miles further to 
the east, you will find a substantial office, with a manager and 
clerks all prepared to do your business, no matter what it is, of a 
banking character, and there all the powers and responsibilities of 
the great bank are exercised just as much as at home. The same 
is true of the commercial center of New Brunswick, St. John, of 
the City of Quebec, of Ottawa, of Toronto, Hamilton, and London, 
and of the new and extraordinary capital of our north-west prov- 
inces, besides a number of smaller places. In every one of these 
places all the responsibilities in the bank are exercised, and, if 
needful, all its resources and credit are at the disposal of the man of 
business. This is a sufficiently wide field, one would suppose, to be 
supervised from one center, but if you travel beyond the bounds of 
Canada to the great financial center of the Continent, you will find 
the bank there too. If you go to the bustling capital of the 
Western States you will find it there, and if you cross the Atlantic 
Ocean to the great central city of the wide world, London, you will 
find it there also. Now, this is a type and example of the other 
reat banks of the country, and some of the smaller ones too. 
t is not only the Bank of Montreal, but the Canadian Bank of 
Commerce, the Merchants’ Bank of Canada, and the Bank of British 
North America who are to be found, not only in Montreal, To- 
ronto and Quebec, and other centers of Canadian business, but most 
of them, New York and London also. I have been often asked by 
American bankers, whose whole business is conducted in one office, 
how it is possible to ogy 2 such a widely diversified business as 
this.. I have replied that the secret is to be found in one word 
nn + ss. «3s <'¢ «3s 6+ 380 8 86. eee 
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CIRCULATION. 

The banks of Canada, from the beginning, have had the privilege 
of circulating their own notes, and the only bills—as they were 
called—of Canada, up to about fifteen years ago, were the bills is- 
sued by the banks. These bills, like all other engagements of the 
Canadian banks, have always been payable in gold or its equivalent, 
and they are not only fayad/e, but fazd, during every day in the 
course of the exchanges, as they are called, viz., the denen made 
by bankers upon one another. This process is called “ redemption,” 
and redemption in gold, in the judgment of all practical financiers, 
though not of all theorizers, is the only efficient and permanent 
check to the over-issue of notes. Nothing is easier than for notes 
to be issued. Nothing is more difficult than to maintain constant 
redemption. The latter is perhaps the highest development of the 
modern science of banking. Promissory notes payable on demand 
are presented for payment every day at all points by other banks. 
The function of the banker is to ascertain with approximate accu- 
racy what amount of bills is likely to be presented for payment at 
any one time. That the banks of Canada have mastered this branch 
of their business is evident from the fact that, compared with the 
hundreds of millions of notes that have been issued from time to 
time, the amount that have ultimately failed of redemption is a mere 
fraction of a fraction, Even when banks have closed their doors, 
temporarily or permanently, their bills have generally maintained 
their value, or fallen only to a slight discount until finally paid. The 
exceptions have been insignificant. oe eee hea eo ee 

BANK FAILURES. 

These, fortunately, have been very few compared with banking 
failures in the United States or England during the same period, 
viz., during the last sixty-five years. But it is well to dwell upon 
them for a time, as they convey lessons which other bankers would 
find profit in taking heed to. Putting aside the break down of a 
few small and ephemeral institutions, the first great failure which is 
to be chronicled in the country is that of the Bank of Upper 
Canada. This failure was a somewhat typical one, and it is well 
worth studying. It arose from several causes acting concurrently. 
In the first place the bank locked up, as it is called, a very large 
amount of money in advances on land, mills, factories and ships— 
all which advances were contrary to sound banking rules and prin- 
ciples. A banker’s money should never rest on real estate or fixed 
property. If he lends money to a manufacturer, this money should 
rest on raw material or manufactured goods, and by no means on 
the factory itself. If to a lumberer, the banker should have lumber 
in sight to repay his advances, but never lend to build the sawmill. 
This general principle should be followed out with all a banker's 
loans and discounts. When a bank departs from this, it may find 
its money utterly beyond its reach at a time when it was wanted. 
It may have any number of houses, farms, mills, factories and ships, 
but these are not salable articles like merchandise. The selling of 
merchandise is an everyday occurrence. Before mills are sold the 
owner is. generally bankrupt. And the fact that the owner is bank- 
rupt depreciates the value of his property. . . ..... 66s. 

Of bank failures in this city in recent years I feel greater deli- 
cacy in speaking. I may say, in a word, that they arose by no 
accident or bad luck, but were the natural results of the plainest 
violation of the rules of sound banking and even of the principles 
of common sense. They arose, in fact, from the perpetration of 
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follies and frauds, which would have been deemed incredible if read 
in the pages of fiction. 


CONCLUSION. 


There are probably in my audience some bankers’ clerks who are 
learning their profession. There are probably others also who have 
dealings with banks and bankers, and who may be interested in 
knowing the kind of men with whom they deal. A good bank 
clerk is one who being thoroughly trustworthy, has a natural apti- 
tude for figures, who is! ready of hand and quick of eye, who can 
handle money neatly and expeditiously and see in an _ instant 
whether what he handles is good or otherwise. A first rate teller 
will detect a forged note or spurious coin by its very touch, even 
while he is handling thousands. Those who handle cheques must 
acquire a rapid power of observing signatures, and be able to de- 
tect in an instant any attempt at fraud or forgery. A good clerk 
must combine correctness and rapidity. A large banking office is 
like a complicated piece of a A slow man in it puts 
everything out of gear, and so equally does an, incorrect man. I 
need not tell you that in a bank slovenliness and incorrectness are 
unpardonable sins. Cash must be balanced to a cent, so must 
books, no matter how numerous and complicated the entries. I 
have spent months at a time in hunting for differences of a few 
shillings, and though the work was hard the discipline was salutary. 
If errors are permitted to creep in, they grow with astonishing ra- 
pidity. A good bank clerk, too, must understand the nature of the 
instruments he deals with, viz., cheques, bills, drafts, receipts, and . 
such like. As he grows older he should learn enough of the law 
with respect to these things to be able to tell whether the docu- 
ments that pass through his hands are legal or not. Thus commenc- 
ing at very small beginnings and rising into habits of promptitude 
and accuracy, he will gradually have more and more of responsi- 
bility placed upon him, until he rises to the highest post of a 
banking establishment. The training he has undergone, if he has 
thoroughly submitted to it, will last him as long as he lives. 
Clerks who have to deal with the public must learn to be court- 
eous and patient. A crowded counter is a severe test of a man’s 
nerve. There are unreasonable and foolish people who would try 
the temper even of a saint. A good bank officer will, however, 
learn to meet unreasonableness with patience, and disarm folly by 
courtesy. But there is as much difference between a bank clerk, 
however high his position, and a banker, as there is between a 
lawyer's clerk and a lawyer. Some first-rate accountants and 
tellers would be utterly unfit to entrust with the responsibility of 
management. The person who has this responsibility is not a head 
clerk or accountant, but a banker. What sort of a person, then, 
must he be? He cannot be a good banker unless he has gone 
through the preliminary training that has been spoken of. There 
are no heaven-born geniuses in this business. A man ‘can no more 
manage a bank without having gone through the grades than a 
man could command ship without having first been a sailor, If any 
other person is put in charge of a banking-office he finds himself in 
a sphere of which he knows nothing, and in which it is impossible for 
him to act with intelligence. A good banker will learn that one 
of the fundamental axioms of his trade is that favor and benevol- 


ence have nothing whatever to do with it. We have a mischievous 
term in Canada, utterly foreign to the true idea of the business, 
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and which, when carried into practice, has led to untold evils, viz., 
the term “accommodation.” A banker has no business to grant 
favors or accommodation. He ought not to be asked for it. The 
discounting of bills and the granting of loans as between a_ banker 
and his customers should never be put on the ground of favor, 
but of simple duszness. It has been well observed that strict justice 
and the punctual performance of contracts, and not benevolence, 
are the foundation of a banker’s business. There may undoubtedly 
be a time when in. dealing with an honest but unfortunate debtor 
the element of goodwill or benevolence may claim consideration ; 
but at the outset of a transaction nothing should be allowed to 
interfere with purely business considerations. A banker, like his 
clerk, should be courteous and patient. He has great varieties of 
people to deal with, and must learn how to do business with them all. 
He must be a man of his word, setting an example in that respect 
to those who deal with him. As a good clerk is quick and observ- 
ant of signatures and names, a banker will be equally quick and ob- 
servant with regard to the realities that lie beneath them. He 
should be able to tell a good transaction, a good loan, a good bill, 
the moment he sees it. By dealing with men he will soon come 
to be equally quick in discerning them. A banker ought to know 
the theory of his profession. He should be firm and able to say, 
“No.” A _ good-natured and yielding banker is an enemy to his 
stockholders, and no friend to his customers. Many a customer has 
been ruined by having a good-natured bank or banker to deal with. 
A man of greater firmness would have refused him the money 
which he has spent to his destruction. A banker will have an eye 
not only on his customers but on his clerks. He will notice the 
men, their capacity, or the want of it, and they will soon perceive 
that the master’s eye is upon them. The capable will be stimulated 
to do their best, the incapable he will weed out. Passing finally in 
a few words to those who have the government and supervision not 
only of a single office but of the whole complicated machinery of 
a bank, their functions might almost be summed up in one word, 
viz., the science of knowing men. The Board of Directors has the 
sole responsibility (and it is the highest possible responsibility 
that can be exercised in banking) of choosing their chief officer. 
A mistake here is fatal. Directors are not generally bankers b 

profession; but they should be men of business, and able to tell 
whether men are fit for a high banking position or not. They are 
recreant to their responsibility if they allow the elements of favor 
or friendship to have an influence in this all-important matter. 
Directors in regard to other appointments have a right to look for 
information and recommendation, supported by good reasons, from 
their chief executive officer. But in appointing or selecting him, 
they stand alone. One observation on this subject may be ven- 
tured upon. It is the height of folly to appoint any but a 
tried man to such a responsible position. The. interests at stake 
are too important, the consequences of mistake are too serious, to 
permit of experiments being attempted with men who have not 
been proved. A good speaker was once asked what were the pri- 
mary attributes of a good orator. He replied, “In the first place, 
action; in the second place, action; in the third place, action.” So 
with regard to banking. If I were asked what were the primary 
conditions of success in joint-stock banking, and what ought largely 
to engage the attention of the Board of Directors, I would reply, 
“In "oy first place, get good men; in the second place, get good 
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men; in the third place, get good men.” An infallible man would 
be cheap at $50,000 a year. But he, alas! is not to be had at any 
price. Good men, of proved capacity, however, are to be had when 
the need arises for them. Not that the responsibility of a board is 
ended by the mere choice. Their responsibility is too clearly defined 
by Act of Parliament to permit such a dream to be indulged. But 
with a man of experience, probity and intelligence, a Board of Di- 
rectors will find it easy to co-operate for the furtherance of the 
prosperity of the bank. With a man of opposite character, they may 
exercise all the supervision possible and yet be duped to the ruin 
of the institution unless, indeed, they divide the duties of manager, 
accountant and teller amongst themselves, and work steadily in the 
bank for eight hours per day. 





BANKING IN FRANCE.* 


V. 


I have said but little, and that little only incidentally, of private 
banking, nor have I any occasion to go into particulars now, as 
their importance in the financial fabric will sufficiently appear in 
what there remains for me to say, in winding up this paper, viz., as 
to the proximate future of banking in France, and its extended use 
by the community. I shall hardly be considered to venture upon 
the proverbially uncertain ground of prophecy in saying that this 
future points to the continued onward march of joint-stock banking. 
Not, indeed, that the powerful private firms have declined in emi- 
nence. Nevertheless, while they still play a preponderating part in 
financial combinations, while the enormous wealth and sustained ex- 
perience they possess ensure a continuance of their influence, there 
are evident reasons for their number not increasing, and some latent 
causes for its eventual gradual reduction. Not only does share 
enterprise afford, to men gifted with the genius of managing large 
masses of capital, a permanently ready and a rapid means of arriv- 
ing at the control of such, which does not appertain to the accum- 
ulation of private riches through two or three generations of a 
single name; but it also enables moneyed men to divide their risks. 
Moreover, the proprietary of a joint-stock company has nothing to 
apprehend from mere changes in the ownership of its shares; on 
the contrary, its very constitution provides for them: shareholders 
change, capital remains. No death of the partners need bring about 
withdrawal of funds, a reduction of importance and ultimate disap- 
pearance, leaving a void not necessarily filled up, in the case of pri- 
vate firms, by some other new private firm. 

Nevertheless, provincial private bankers do, indeed, and far more 
than their Parisian* confréres, still retain a very large share of the 
ordinary business of their localities, At the same time, none of 
them will rank with the Paris “ Haute Banque,” nor would they 
attempt the same range of operations. Then again, many are really 
“commandite” firms, and therefore semi-public, semi-private estab- 
lishments. The hold which they have on local custom rests, in a 
great measure, on tradition. anking accounts have been kept 


* A paper read before the Institute of Bankers, London, by Henry Chevassus. Continued 
from our April number. 
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there from father to son. They have a closer insight into the pri- 
vate affairs of their cl/zenté/e, to whom they are often connected by 
family ties; thus being able to allow blank credits or obtain 
roundabout security for advances, from relatives or business friends, 
in cases where public banks would be precluded from similar action, 
out of obedience to the general rules of prudence, or even of busi- 
ness etiquette, by which they must in the main be guided. Here 
also, however, as the circle of local commerce strikes a wider ra- 
dius, and the necessity for adjusting numerous accounts in opposite 
quarters of the country, or even abroad, makes itself felt, so does 
the advantage become more appreciated, of having at hand the 
means of doing so, which the machinery of public banks so 
readily offers. fe is only fair to mention the existence of a cer- 
tain number of local public banking institutions which have sprung 
up, and obtain a certain quantum of business, with capitals rang- 
ing from a few millions of francs to ten, fifteen, or twenty mil- 
lions. Their action, however, is scarcely felt outside their immediate 
districts. 

With regard to the extent to which the community generall 
shows an increasing disposition to avail itself of the banking facili- 
ties placed within its reach, it is best brought out, if we examine 
what has been in the past, the notion of a banking account, enter- 
tained by an average French man of business, and how far it has 
undergone, or iis undergoing modification. A banking account. was, 
primarily, looked upon as a means of collecting bills on distant 
customers, and only subsidiarily as a source of discount; the old- 
fashioned trader preferring to limit his turnover to the bare capa- 
city of his capital, and such unquestioned credit as his reputation 
for integrity could command. Not that this credit did not give 
rise to bills drawn upon himself, just as the credit he gave fur- 
nished matter for draw:ng bills upon others. Quite the contrary 
(I may recall here the figures, previously given, as to the number 
of bills dealt with at the Bank of France last year), the universal 
business practice was, and persists in a great degree to the present 
day, of embodying every transaction in a bill of exchange, duly 
advised to the drawee as the counterpart of the invoice sent to 
him; the acknowledgment of such advice taking the place of ac- 
ceptance of the bill itself, this latter formality being hardly ever 
looked for. The result of this arrangement, indeed, and more prop- 
erly speaking, its leading idea, was that commercial book-keeping 
rested on a man’s bill case, and on his invoice book. With these 
he coufd, at any moment, draw up his balance sheet. His bills 
were his assets; as occasion arose he could turn them out for en- 
dorsement to his connection, or make up.the pick into a “bor- 
dereau,” for discount at the hands of some correspondent, oft-times 
part trader, part banker. This mode of doing, taking together 
with the custom of French firms of keeping their own till and ef- 
fecting their payments at their own counting houses, instead of 
domiciling them at their bankers, would seem enough to account 
for the slow progress for a long time made by deposit banking, were 
there not a cause for which we must look deeper, and of which 
these particular habits have been the immediate manifestations quite 
as much as ultimate cause themselves. This deeper cause is to be 
found in the slowly modified timorousness of middie-class capital; 
every one being anxious to have continually at hand some important 

rtion of his means realized in cash, and of which he felt surer 
or having it under his own immediate watch and ward, than he 
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could have got himself to feel had he entrusted it to third parties. 
As it is found, however, that neither foreign invasion nor civil dis- 
turbance prevents the steady growth and consolidation of commer- 
cial and financial institutions, a more robust sense of security comes 
uppermost, and deposit banking has, unquestionably, not only struck 
root, but thriven and gained in strength. 

Under the old notion of a banking account, as here defined, it 
was not surprising that the book entries and statements of ac- 
count, as between the banker and his customer, should give rise to 
a good deal of —— unknown to the marvelously simple 
system under which English banking accounts, even of the highest 
importance are written up. As the French banker did not reckon 
on a creditor balance being continuously kept with him, he had to 
recoup himself by charging a commission on the account. The ac- 
count also always bore interest, and even where no difference in the 
rate was made between Dr. and Cr., the banker derived a profit by 
taking a day, or even several days to his advantage both ways; the 
fixing of values. z. ¢., entering the dates on which interest on items. 
begins to run, being always a keenly surveyed point in posting for- 
banking accounts current. 

ith the growth of deposit banking, there is, however, nowadays, 
a remarkable tendency towards greater simplicity of dealing, al- 
though it might not so appear to an English observer visiting, for 
the first time, one of the French public banks. A _ vast central 
hall, suggestive of a covered exchange; all around it, windows, or 
more properly speaking, openings—gwzchets—into it from the inner 
offices; every now and again bustle, noise, and loud calls; people, 
many of them mere casual visitors, seated at tables in the centre 
of the hall, reading, writing, waiting or lounging; a numerous mixed 
staff of liveried messengers and assistants, besides the regular 
clerks; two or three policemen on duty; all combine to produce a 
somewhat distracting impression on a mind used to the more sober 
aspect of London banks. On the other hand, an unbiassed *observer 
will soon discover that all this somewhat noisy bustle and seeming 
confusion is a mere outward accompaniment of a system of banking 
which places many and multifarious conveniences at the public dis- 
posal. He will find, in the first place, that he is enabled here, 
and by simply going from one gwuzchet to another round the hall, 
to transact a much greater variety of business than he could do, 
under one roof, at any English establishment. In the next place, 
that the keeping of any accounts he may have to open with the 
bank need not necessarily be more complicated than in London. 
We have already seen that the Bark of France has largely got rid 
of mere paper formalities and surplusage; and as to all other es- 
tablishments, public and private, competition has developed among 
them an unprejudiced disposition to consider every combination of 
commission or no commission, interest or no interest, advice or no 
advice, which any particular account may justify. 

Lastly, and in looking at it “across the counter,” operations in 
a French bank, their purely material aspect must be judged of in 
the light of what we have said, as to the maintenance of private | 
tills, and the still obtaining practice of non-domiciliation at one’s 
banker. This naturally involves the moving of hard cash to a much 
larger extent than would be otherwise required. As a consequence, 
both paying in and drawing out take a good deal of time. I have 
myself watched at a paying-in guzchet the receiving of some 600,- 

000 or 700,000 francs in notes, gold and silver five-franc pieces, 
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which took about half-an-hour before the counting of the notes, 
weighing of the rolls of gold and bags of silver, and checking the 
paying-in slip, were fairly done with.* I would not have you con- 
clude that more expeditigis paying methods have made no head- 
way. The use of cheques, although as yet but little prevalent in 
private affairs, has been widely adopted commercially. Clearing, at 
first sight, appears to make but small progress; as witness the 
figures published of the Paris Clearing-house returns: 


Highest year: 1881—frs. 4,312,000,000. 


The year 1882 actually showing a small falling off from these 
figures. 
"To any one who knows that the London Clearing-house has, 
sometimes, dealt with such amounts in the course of a single week, 
the comparison would seem conclusive against French methods. 
Let us take, however, the figures showing the transfers in account, 
effected by the Bank of France: 


Highest year: 1881—frs. 45,451,886,go0. 


It should also be borne in mind that the French Stock Ex- 
change effects its own clearing.| It will then be seen that consid- 
erable progress, on the, contrary, has been achieved towards im- 
proved modes of making payments and adjusting balances, although 
not on the exact lines of London banks. 

I will not, however, strain your attention, nor overburden this 
paper with any further details. The natural divisions into which 
my subject, as I conceived it, fell, have each had their share of 
my allotted space. It was an obvious course first to take cogni- 
zance of the circumstances amidst which modern French banking 
found its origin. I then endeavored to portray its actual state 
of full-grown development, and, concurrently and lastly, to show 
what hold it has taken among the economic habits of the na- 
tion. 

I think I am justified in drawing from our inquiry the conclu- 
sion that the French banking system has not been behindhand 
with the legitimate requirements of the community. Nor have the 
men, to whose lot it has fallen to promote that system, neglected 
to study what existed in other countries, or been remiss in adapt- 
ing it to their own, whenever it appeared that advantage would 
accrue, or that the surroundings would permit, 

In any wise I am the less tempted to examine what additional 
practical conclusions or comparisons might be drawn, that I am 
addressing an audience of experts, to whose enlightened fairness I 
may safely leave this further task. 


‘* The mass of mechanical work thus required to be got through, accounts for the staff 
of liveried attendants doing duty behind the counter of French public banks, beside the regular 
clerks. Where receiving and te arate | cash may, and does on some days of the month, take 
up hours of continuous labor, it pays better to employ educated clerks in book-keeping entries, 
and leave the actual manual part to attendants. 

Some of the banks have tried female clerks for special work. The Bank of France, in its 
note department, and also for coupons, etc., has a staff of two hundred such, and it is found 
that for trustworthiness, skillful handling and rapidity, they excel the “‘ superior’’ sex. 

+ The Bank of France has latterly undertaken, to some extent experimentally as yet, the 
clearing of stock. 
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NETHERLANDS.—The Lower House of the Netherlands States-General has. 
authorized the demonetization of 25,000,000 silver florins if necessary. 
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THE FRENCH LAW OF BILL§ OF EXCHANGE. 


We have received the first number of the Anglo-French Mercan- 
tile Review, a periodical which has been started by the British 
Chamber of Commerce in Paris, for the purpose of disseminating 
information on subjects of interest to those engaged in Anglo- 
French trade. Amongst the contents of this number is an article 
on the French Law of Bills of Exchange, in which the differences 
between the French and the English law on the subject are very 
cleariy and concisely stated. The gist of the statement is as fol- 
lows: This French, which many regard as behind the age, differs 
from the law of England on several important points. In the first 
place, it differs in the main underlying theory of the bill of ex- 
change in general—in French law a bill of exchange is evidence of 
debt; in English law it is very nearly the debt itself. A _ visible 
consequence of this difference in theory is that the words “value 
received,” and equivalent phrases, unnecessary in English law, are 
requisite to constitute a valid bill in France. Another important 
dlscence between the French and the English law is, that in 
French law the place where the bill is drawn and the place where 
it is payable must be specified, and be a sufficient distance apart. 
These two are the chief differences in theory, We come now to 
differences which, though not due to conflict of theory, are none 
the less important. First among these is the necessity in French 
law of the words “or order;” a bill is not negotiable without them. 
French law does not permit the creation of bills to bearer, the 
form chiefly used in England. A blank indorsement does not, how- 
ever, in French law avoid a bill. It is merely irregular, and the 
holder is held to have authority thereby to fill up the blank, and 
render the indorsement valid. French law permits the existence of 
a party to a bill unknown to English law. This party is a special 
guarantor, who is neither a drawer, an acceptor, nor an indorser, 
and he may guarantee any party to the bill, and that party only. 
As regards protest, noting and notice, there are also considerable 
differences between the two systems of legislation. French law does 
not distinguish between inland and foreign bills, and notice of dis- 
honor to the drawer and indorsers suffices in no case. Protest is 
always requisite on dishonor (the practice of noting for protest is 
unknown to French law), but notice of protest must be served before 
beginning action, which must be done within fifteen or more days, 
according to the distance of the holder’s residence from the place of 
protest. On dishonor by non-acccptance an immediate right of re- 
course accrues to the holder in England. French law ale accords 
him the right to require the drawer and indorsers to give securit 
for payment at maturity after notice of protest. One important dif- 
ference still remains. It is the existence in France of a theory as 
to effects in the hands of the drawee. In England a bill of itself 
does not operate as an assignment of funds in the hands of the 
drawee. In Scotland it does. French law resembles that of Scot- 
land, but it goes further. In France, if at maturity of the bill, ef- 
fects belonging to the drawer are in the hands of the drawee, the 
latter is obliged, though he has not accepted, to pay on due pre- 
sentment, provided, of course, the transactions between the drawer 
and drawee are such as warrant the drawing of bills of exchange.— 
London Economist. 
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LEGAL MISCELLANY. 


EVASION OF LIABILITY AS STOCKHOLDER.—In the United States 
Supreme Court, at Washington, on April 21, a decision was ren- 
dered in the case of Henry /]. Anderson, Receiver of the First 
National Bank of Allentown, Penn., vs. The Philadelphia Ware- 
house Company; in error to the Circuit Court for the eastern dis- 
trict of Pennsylvania. The question presented by this case is 
whether a corporation which has taken National bank stock as 
collateral security for a loan has a right nominally to transfer the 
certificate of that stock to an irresponsible person in its employ, 
and have the certificate registered in the name of such irrespon- 
sible person, in order to escape the liability which would attach to 
such corporation, as a stockholder of the bank, in case of the 
bank’s failure and insolvency. The court holds that the nominal 
transfer here brought in question was made in good faith when 
the bank was in good.credit and paying large dividends, and years 
before its failure or even its embarrassment. So far as the com- 
pany was concerned the transfer was not made to escape an im- 
pending calamity, but to avoid incurring a liability which it was 
unwilling to assume, and which it was at perfect liberty to shun. 
The judgment of the Circuit Court is affirmed. Opinion by Chief- 
Justice Waite. Justice Miller read a dissenting opinion, in which he 
said that if, in any case between private persons one of them had 
placed property in the hands of minors, servants, or other irrespon- 
sible persons, for the purpose of escaping the responsibility attach- 
ing to the ownership of such property, while securing all the ad- 
vantages of such ownership, it would be held to be a transaction 
which could not be supported on any legal or equitable principle. 
The transfer in the present case, if not an actual fraud, was a 
fraud upon the banking law, and was so intended to be by both 
the original holders of the bank shares and the officers of the 
Warehouse Company. Justice Matthews joined in Justice Miller’s 
dissent. 


LETTER OF CREDIT—LIABILITY FROM AGREEMENT TO ACCEPT.— 
(1) In order to render the writer oi a letter of credit liable, either 
upon an implied acceptance or an agreement to accept drafts 
taken on the faith of such letter, the drafts must be taken for a 
valuable consideration. A promise to have the drafts discounted, 
and to take up notes on which the persons taking the drafts are 
liable as indorsers, is not a valuable consideration. (2) If a letter 
of crecit provides that drafts drawn under its authority shall be 
used only for the pues of being discounted at a particular bank, 
persons taking such drafts, with notice that they have been offered 
to the bank for discount and refused, cannot recover thereon. 
Ohio Supreme Ct., January Term, 1883, Sherwin v. Brigham. 
Opinion by Upson, J. (39 Ohio St. 137). 


SAVINGS BANK—DUTY OF REASONABLE CARE—PAYMENT TO WRONG 
PERSON.—A stipulation between a savings bank and a depositor, 
that his deposit may be paid to any one presenting his book, does 
not relieve the bank from the duty of exercising reasonable care. 
New Hampshire Supreme Court. Xzméall v. Norton. Opinion by 
Doe, C. J. (59 N. . 6.) 
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WHAT IS A MISTAKE OF FACT such as entitles a party who pays 
money under it to recover it back? This was the question involved 
in the case of Meredith vs. Haines & Co., Supreme Court, error to 
Common Pleas of Chester County, in which case Justice Trunkey 
has recently filed an opinion. Haines & Co. discounted a note 
for Meredith upon his indorsement. They presented it at the bank 
where it was made payable, and the proper officer, believing that 
the maker had sufficient money in bank, paid it; but, before 
closing hours, discovering that they had made a mistake, called 
upon Haines & Co. to return the money, which they did. When 
the latter demanded payment of Meredith he claimed that they 
should not have returned the money to the bank, and that, inas- 
much as they were not legally liable to pay back the money, their 
voluntary return of it relieved him from his liability as indorser. 
The lower court decided in favor of Haines & Co. 

Justice Trunkey, in his opinion, holds that Haines & Co. were 
legally liable to return the money, which was paid under a mis- 
take of fact. It was argued that the mistake was owing to the 
carelessness of the bank official; but the opinion states the law 
to be that, unless the failure to make proper investigation is in- 
tentional, the mistake resulting therefrom will be relieved by a 
court in the exercise of its equitable jurisdiction. Since, then, 
Haines & Co. were liable to return the money, they were doing no 
more than they were legally bound to do in giving it back, and 
there was nothing voluntary in the transaction. This right to re- 
cover from the indorser, therefore, is not affected. The judgment 
is afirmed.—Pihzladelphia Press. 


Usury.—In Jusurance Co. v. Carpenter, 39 Ohio St. 264, it was 
held that an agreement to pay lawful interest in advance is usuri- 
ous. The court said: “It is contended by the learned counsel for 
the plaintiff in error, that the statute fixes the rate of interest and 
not the time of payment, and that as a contract to pay the rate 
semi-annually is not usurious, there is no principle that would pre- 
vent the contract from providing for the payment of the rate semi- 
annually or annually in advance. This means neither more nor less 
than that the borrower may be bound to pay interest at a stipu- 
lated rate of eight per cent. per annum upon money of which he 
has never had the use, and yet the contract be free from usury. 
Interest for money is the reward or compensation which is paid by the 
borrower to the lender, or by the debtor to the creditor, for its use. 
If it is paid in advance or deducted at the time of the loan, the prin- 
cipal, of which the borrower is to have the use, is reduced fro 
tanto, and the lender should not be compensated for the use of 
money which in fact he has not loaned. B, for illustration, bor- 
rows and gives his note for $12,000, payable in one year after date, 
with interest at the rate of eight per cent. per annum, and the 
interest is deducted in advance. He receives only $11,040, which 
he uses for one year; but as compensation therefor, pays the stipu- 
lated rate of interest on twelve thousand dollars. By computation 
it will be seen that he has paid interest at the rate of eight and 
sixty-eight one-hundredths per cent. on the amount which he has 
actually received. He has lost the use of the $960 dollars held 
back by the lender, which he would have had, if the interest had 
been _— only after it had accrued or been earned. His pay- 
ment of interest on the sum so deducted is without consideration, 
and solely for the benefit of the lender. A construction of the 
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language of the statute as applicable to the rate of interest only, and 
not to the time of payment, which will permit the payment of inter- 
est at periods shorter than the time a note has to run, furnishes, in 
our view, no reasonable ground for the advancement of interest be- 
fore it accrues or is earned. * * * The loans by banking insti- 
tution being for short periods, and the difference between discount 
and interest being in consequence so inconsiderable, it is not un- 
reasonable that the Legislature should discriminate between private 
lenders and banks and those who deal in commercial paper by 
way of trade. It is quite obvious that unless the practice of de- 
ducting interest in advance is limited to short loans as by bank 
discounts, the usury will become greater in proportion as the period 
for which the usury is taken becomes longer. Thus in a loan of 
one thousand dollars for twelve and a-half years, at eight per cent. 
‘per annum paid in advance, the principal will be exhausted in the 
interest deducted, and the borrower will receive nothing.”"—Adany 
Law Journal. 


DEMAND OF PAYMENT.—In Parker v. Stroud, 31 Hun, 578, it was 
held that personal demand of payment of a note of the maker is 
valid as against the indorser, although not made at the specified 
place of payment. The court, Brady, J., said: “The plaintiff in- 
sists that the prior demands are of no avail, inasmuch as they were 
not made at the bank where the note was payable. But this prop- 
osition should not be sustained, for the reason that the maker, 
when applied to personally, admitted his inability to pay, from 
which it is clear that there were no funds in the bank for the 
purpose. The presentation at the bank, if necessary as a matter 
of form, should then have been made, in addition to the personal 
demand, if the plaintiff designed to hold the indorser. He knew 
from the maker’s declaration that the note could not be paid, and 
he was therefore advised of the essential fact which put upon him 
the obligation to send notice to the indorser. * * * ‘The de- 
mand at the bank was a mere form, the result of which might 
readily be anticipated by the plaintiff, with his knowledge of the 
maker’s financial condition, of which he had been advised, and it 
was an idle ceremony as to such result. It has not been declared 
in any case which has been found, that a presentation for pay- 
ment, to the maker of a note payable on demand, is not an actual 
demand, although the note is payable at a particular place.” 
Daniels, J., concurred, doubting, yielding as he said, to the “superior 
wisdom” of his associates.—Alany Law Journal. 


NEGOTIABLE INSTRUMENT—INDORSEMENT CONSTRUED A GUAR- 
ANTY.—M sold and delivered to B, before it was due, the promis- 
sory note of H, payable to K (but which had never been indorsed 
by K), and at the time of the delivery M indorsed it “holden 
without demand or notice.” H was solvent at the time of the ma- 
turity of the note, and for about three years thereafter, when he 
became utterly insolvent. In the meantime M made one or more 
requests of to collect the note of the maker. In a suit after- 
ward brought by B against M to recover the amount of the note, 
held, that Xt was a guarantor; that by the terms of his indorsement 
he waived a demand and notice; that he was liable to ,B for the 
amount of the note. Sirchard v. Bartlett, 14 Mass. 279; Jrésh v. 
Cutter, 31 Me. 536; Bickford v. Gibbs, 8 Cush. 156; Weldes v. 
Savage, t Story, 22. Maine Supreme Judicial Court, December 14, 
1883. Bray v. Marsh. Opinion by Danforth, J. (75 Me. 452). 








——~S 


SS SSS BE Ege SS ee as. 
~~ - > ~ ~ —"y ~- — = _ 


IOS hima 6 Slit niimentindl aten ip dts tigalleebeee a iat ad, 


ar eee —e 


SpE Se 


= eee DS ereyiealon Taree 1 


~ = 
- ERIN E 
1h satan chctnttaoalonlatnaa oe 


ee ges Re 


wet st ie es 
ibiende nating ak 


—— 
oe ele ee a 









Sacer 
gies ttl 


See es ore ee 










Seg i lettin tn nents eth goth hlellandian. 















THE BANKER’S MAGAZINE. 


POWER OF CONGRESS TO AUTHORIZE LEGAL 
TENDER NOTES. 


SUPREME COURT OF THE UNITED STATES. 


No. 9.—October term, 1883. 


Augusius D. Fuilliard, plaintiff in error, vs. Zhomas S. Greenman, In error 
to the Circuit Court of the United States for the southern district of New York. 

Congress has the Constitutional power to make the Treasury notes of the 
United States a legal tender in payment of private debts in time of peace as well 
as in time of war. . 

Under the Act of May 31, 1878, chapter 146, which enacts that notes of the 
United States issued during the war of the rebellion under Acts of Congress 
declaring them to be a legal tender in payment of private debts, and, since 
the close of that war, redeemed and paid in gold coin at the Treasury, shall 
be reissued and kept in circulation, notes so reissued are a legal tender. 


[ March 3, 1884. | 


Mr. Justice Gray delivered the opinion of the Court. 

Juilliard, a citizen of New York, brought an action against Greenman, a 
citizen of Connecticut, in the -Circuit Court of the United States for the 
southern district of New York, alleging that the plaintiff sold and delivered 
to the defendant, at his special instance and request, one hundred bales of 
cotton, of the value and for the agreed price of $5122.90, and that the 
defendant agreed to pay that sum in cash on the delivery of the cotton, 
and had not paid the same or any part thereof, except that he had paid the 
sum of $22.90 on account, and was now justly indebted to the plaintiff 
therefor in the sum of $5100, and demanding judgment for this sum with 
interest and costs. 

The defendant in his answer admitted the citizenship of the parties, the 
purchase and delivery of the cotton, and the agreement to pay therefor, as 
alleged ; and averred that after the delivery of the cotton he offered and 
tendered to the plaintiff, in full payment, $22.50 in gold coin of the United 
States, forty cents in silver coin of the United States, and two United 
States notes, one of the denomination of §5000 and the other of the de- 
nomination of $100, of the description known as United States legal-tender 
notes, purporting by recital thereon to be legal tender, at their respective face 
values, for all debts, public and private, except duties on imports and inter- 
est on the public debt, and which, after having been presented for payment, 
and redeemed and paid in gold coin, since January 1, 1879, at the United 
States sub-treasury in New York, had been reissued and kept in circulation 
under and in pursuance of the Act of Congress of May 31, 1878, chapter 
146; that at the time of offering and tendering these notes and coin to 
the plaintiff the sum of $5122.90 was the entire amount due and owing in 
payment for the cotton, but the plaintiff declined to receive the notes in 
payment of $ 15c0 thereof ; and that the defendant had ever since remained, 
and still was ready and willing to pay to the plaintiff the sum of $5100 in 
these notes, and brought these notes into court, ready to be paid to the 
plaintiff if he would accept them. 

The plaintiff demurred to the answer, upon the grounds that the defense, 
consisting of new matter, was insufficient in Jaw upon its face, and that the 
facts stated in the answer did not constitute any defense to the cause of 
action alleged. 

The circuit court overruled the demurrer, and gave judgment for the de- 
fendant, and the: plaintiff sued out his writ of error. 

The amount which the plaintiff seeks to recover, and which, if the tender 
pleaded is insufficient in law, he is entitled to recover, is $5100, There 
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can, therefore, be no doubt of the jurisdiction of this court to revise the 
judgment of the circuit court. (Act of February 16, 1875, ch. 77, sec. 3; 
18 Stat. 315.) 

The notes of the United States, tendered in payment of the defendant's 
debt to the plaintiff, were originally issued under the Acts of Congress of 
February 25, 1862, ch. 33; July 11, 1862, ch. 142; and March 3, 1863, ch. 
73, passed during the war of the rebellion, and enacting that these notes 
should be ‘‘ lawful. money, and a legal tender in payment of all debts, pub- 
lic and private, within the United States,” except for duties on imports and 
interest on the public debt. (12 Stat. 345, 532, 709.) * 

The provisions of the earlier Acts of Congress, so far as it is necessary 
for the understanding of the recent statutes to quote them, are re-enacted in 
the following provisions of the Revised Statutes: 

‘*SEc. 3579. When any United States notes are returned to the Treasury, 
they may be reissued, from time to time, as the exigencies of the public in- 
terest may require. . 

**SEc. 3580. When any United States notes returned to the Treasury are so 
mutilated or otherwise injured as to be unfit for use, the Secretary of the 
Treasury is authorized to replace the same with others of the same character 
and amounts. 

**SEC. 3581. Mutilated United States notes, when replaced according to law, 
and all other notes which by law are required to be taken up and not re- 
issued, when taken up shall be destroyed in such manner and under such 
regulations as the Secretary of the Treasury may prescribe. 

**SEc. 3582. The authority given to the Secretary of the Treasury to make 
any reduction of the currency by retiring and cancelling United States notes 
is suspended. 

**SEc. 3588. United States notes shall be lawful money and a legal tender 
in payment of all debts, public and private, within the United States, ex- 
cept for duties on imports and interest on the public debt.” 

The Act of January 14, 1875, chapter 15, ‘* To provide for the resump- 
tion of specie payments,” enacted that on and after January 1, 1879, ‘‘the 
Secretary of the Treasury shall redeem in coin the United States legal-ten- 
der notes then outstanding, on their presentation for redemption at the office 
of the Assistant Treasurer of the United States in the City of New York, 
in sums of not less than $50;” and authorized him to use for that purpose 
any surplus revenues in the Treasury and the proceeds of the sales of certain 
bonds of the United States. (18 Stat. 296.) 

The Act of May 31, 1878, chapter 146, under which the notes in question 

were reissued, is entitled ‘‘ An Act to forbid the further retirement of United 
States legal-tender notes,” and enacts as follows: 
_ ‘*From and after the passage of this Act it shall not be lawful for the 
Secretary of the Treasury, or other officer under him, to cancel or retire any 
more of the United States legal-tender notes. And when any of said notes 
may be redeemed or be received into the Treasury under any law, from any 
source whatever, and shall belong to the United States, they shall not be re- 
tired, cancelled, or destroyed, but they shall be reissued and paid out again, 
and kept in circulation: /rovided, That nothing herein shall prohibit the 
cancellation and destruction of mutilated notes and the issue of other notes 
of like denomination in their stead,,as now provided by law. All Acts and 
parts of Acts in conflict herewith are hereby repealed.” (20 Stat. 87.) 

The manifest intention of this Act is that the notes which it directs, after 
having been redeemed, to be reissued and kept in circulation, shall retain 
their original quality of being a legal tender. 

The single question, therefore, to be considered, and upon the answer to 
which the judgment to be rendered between these parties depends, is whether 
notes of the United States, issued in time of war, under Acts of Congress 
declaring them to be a legal tender in payment of private debts, and after- 
ward, in time of peace, redeemed and paid in gold coin at the Treasury, and 
then reissued under the Act of 1878, can, under the Constitution of the 
United States, be a legal tender in payment of such debts. 
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Upon full consideration of the case, the court is unanimously of 
opinion that it cannot be distinguished*in principle from the cases hereto- 
fore determined, reported under the names of the Legal-tender Cases, 12 
Wall. 457; Dooly vs. Smith, 13 Wall. 604; Railroad Company vs. Johnson, 
15 Wall. 195; and Alaryland vs. Katlroad Company, 22 Wall. 105; and all 
the judges, except Mr. Justice Field, who adheres to the views expressed in 
his dissenting opinions in those cases, are of opinion that they were rightly 
decided. 

The elaborate printgd briefs submitted by counsel in this case, and the 
opinions delivered in the legal-tender cases, and in the earlier case of /He/- 
burn vs. Griswold, 8 Wall. 603, which those cases overruled, forcibly present 
the arguments on either side of the question of the power of Congress to 
make the notes of the United States a legal tender in payment of private 
debts. Without undertaking to deal with all those arguments, the court has. 
thought it fit that the grounds of its judgment in the case at bar should be 
fully stated. 

No question of the scope and extent of the implied powers of Congress 
under the Constitution can be satisfactorily discussed without repeating much 
of the reasoning of Chief Justice Marshall in the great, judgment in J/c( 1/- 
loch vs. Maryland, 4 Wheat. 316, by which the power of Congress to incor- 
porate a bank was demonstrated and affirmed, notwithstanding the Constitu- 
tion does not enumerate, among the powers granted, that of establishing a 
bank or creating a corporation. 

The people of the United States by the Constitution established a WNa- 
tional Government with sovereign powers, legislative, executive, and judicial. 
‘*The Government of the Union,” said Chief-Justice Marshall, ‘* though 
limited in its powers, is supreme within its sphere of action;” ‘‘ and its 
laws, when made in pursuance of the Constitution, form the supreme 
law of the land.” ‘‘Among the enumerated powers of Government we 
find the great powers to lay and collect taxes, to borrow money, to reg- 
ulate commerce, to declare and conduct a war, and to raise and support 
armies and navies. The sword and the purse, all the external relations, and 
no inconsiderable portion of the industry of the nation, are entrusted to its 
Government.” (4 Wheat, 405, 406, 407.) e 

A constitution establishing a frame of government, declaring fundamental 
principles, and creating a National sovereignty, and intended to endure for 
ages, and to be adapted to the various crises of human affairs, is not to be 
interpreted with the strictness of a private contract. The Constitution of 
the United States, by apt words of designation or general description, marks 
the outlines of the powers granted to the National Legislature, but it 
does not undertake with the precision and detail of a code of laws to enu- 
merate the subdivisions of those powers or to specify all the means by 
which they may be carried into execution. Chief-Justice Marshall, after 
dwelling upon this view, as required by the very nature of the Constitution, 
by the language in which it is framed, by the limitations upon the general 
powers of Congress, introduced in the ninth section of the first article, and 
by the omission to use any restrictive term which might prevent its receiving 
a fair and just interpretation, added these emphatic words: ‘‘ In considering 
this question, then, we must never forget that it is a constitution we are 
expounding.” (4 Wheat. 407. See also page 415.) 

The breadth and comprehensiveness of the words of the Constitution are 
nowhere more strikingly exhibited than in regard to the powers over the sub- 
jects of revenue, finance and currency, of which there is no other express 
grant than may be found in these few brief clauses: 

‘‘The Congress shall have power to lay and collect taxes, duties, imposts. 
and excises, to pay the debts and provide for the common defense and gen- 
eral welfare of the United States, but all duties, imposts and excises shall be 
uniform throughout the United States ; 

‘*To borrow money on the credit of the United States; 

‘*To regulate commerce with foreign nations, and among the several States 
and with the Indian tribes ; 
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‘To coin money, regulate the value thereof, and of foreign coin, and to fix 
the standard of weights and measures.”’ 

The section which contains the grant of these and other principal legis- 
lative powers, concludes by declaring that the Congress shall have power 
‘*to make all laws which shall be necessary and proper for carrying into exe- 
cution the foregoing powers, and all other powers vested by this Constitution 
in the Government of the United States, or in any department or officer 
thereof.” 

By the settled construction and the only reasonable interpretation of this 
clause the words ‘‘ necessary and proper” are not limited to such measures 
as are absolutely and indispensably necessary, without which the powers 
granted must fail of execution, but they include all appropriate means which 
are conducive or adapted to the end to be accomplished, and which, in the 
judgment of Congress will most advantageously effect it. 

That clause of the Constitution which declares that ‘‘the Congress shall 
have power to lay and collect taxes, duties, imposts and excises, to pay the 
debts and provide for the common defense and general welfare of the 
United States,” either embodies a grant of power to pay the debts of the 
United States, or presupposes and assumes that power as inherent in the 
United States as a sovereign government. But, in whichever aspect it be 
considered, neither this nor any other clause of the Constitution makes any 
mention of priority or preference of the United States as a creditor over 
other creditors of an individual debtor. Yet this court, in the early case of 
United States vs. Fisher, 2 Cranch 358, held that, under the power to pay 
the debts of the United States, Congress had the power to enact that debts 
due to the United States should have that priority of payment out of the 
estate of an insolvent debtor which the law of England gave to debts due 
to the crown. 

In delivering judgment in that case, Chief-Justice Marshall expounded the 
clause giving Congress power to make all necessary and proper laws as follows: 
**In construing this clawse it would be incorrect, and would produce endless 
difficulties if the opinion should be maintained that no law was authorized which 
was not indispensably necessary to give effect to a specified power. Where 
various systems might be adopted for that purpose it might be said with 
respect to each that it was not necessary, because the end might be obtained 
by other means. Congress must possess the choice of means, and must be 
empowered to use any means which are in fact conducive to the exercise 
of a power granted by the Constitution. The Government is to pay the debt 
of the Union, and must be authorized to use the means which appear to 
itself the most eligible to effect that object.” (2 Cranch 396.) 

In McCulloch vs. Maryland he more fully developed the same view, con- 
cluding thus: ‘‘ We admit, as all must admit, that the powers of the Gov- 
ernment are limited, and that its limits are not to be transcended. But we 
think the sound construction of the Constitution must allow to the National 
Legislature that discretion with respect to the means by which the powers 
it confers are to be carried into execution, which will enable that body to 
perform the high duties assigned to it in the manner most beneficial to 
the people. Let the end be legitimate, let it be within the scope of the 
Constitution, and all means which are appropriate, which are plainly adapted 
to that end, which are not prohibited, but consist with the letter and spirit 
of the Constitution, are constitutional.’’ (4 Wheat. 421.) 

The rule of interpretation thus laid down has been constantly adhered to 
and acted on by this court, and was accepted as expressing the true test by 
all the judges who took part in the former discussions of the power of 
Congress to make the Treasury notes of the United States a legal tender in 
payment of private debts. 

The other judgments delivered by Chief-Justice Marshall contain nothing 
adverse to the power of Congress to issue legal-tender notes. 

By the Articles of Confederation of 1777, the United States in Congress 
assembled were authorized ‘‘to borrow money or emit bills on the credit of 
the United States;” but it was declared that ‘‘each State retains its sov- 
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ereignty, freedom and independence, and every power, jurisdiction and right 
which is not by this confederation expressly delegated to the United States 
in Congress assembled.” (Art. 2; art. 9, sec. 5; I Stat. 4, 7.) Yet, upon 
the question whether, under those articles, Congress, by virtue of the power 
to emit bills on the credit of the United States, had the power to make 
bills so emitted a legal tender, Chief-Justice Marshall spoke very guardedly, 
saying, ‘‘ Congress emitted bills of credit to a large amount, and did not, 
perhaps could not, make them a legal tender. This power resided in the 
States.” (Craig vs. Missouri, 4 Pet. 410, 435.) But in the Constitution, as 
he had before observed in McCulloch vs. Maryland, ‘‘there is no phrase 
which, like the Articles of Confederation, excludes incidental or implied 
powers, and which requires that everything granted shall be expressly and 
minutely described. Even the tenth amendment, which was framed for the 
purpose of quieting the excessive jealousies which had been excited, omits 
the word ‘expressly,’ and declares only that the powers ‘not delegated to 
the United States, nor prohibited to the States, are reserved to the States or 
to the people,’ thus leaving the question whether the particular power 
which may become the subject of contest, has been delegated to the one 
government or prohibited to the other to depend on a fair construction of 
the whole instrument. The men who drew and adopted this amendment had 
experienced the embarrassments resulting from the insertion of this word in 
the Articles of Confederation, and probably omitted it to avoid those em- 
barrassments.” (4 Wheat. 405, 406.) 

The sentence sometimes quoted from his opinion in Sturges vs. Crownin- 
shield had exclusive relation to the restrictions imposed by the Constitution 
on the powers of the States, and especial reference to the effect of the clause 
prohibiting the States from passing laws impairing the obligation of con- 
tracts, as will clearly appear by .quoting the whole paragraph: ‘‘ Was this 
general prohibition intended to prevent paper money? We are not allowed 


_ to say so, because it is expressly provided that no State shall ‘emit bills of 


credit ;’ neither could these words be intended to restrain the States from 
enabling debtors to discharge their debts by the tender of property of no 
real value to the creditor, because for that subject also particular provision 
is made. Nothing but gold and silver coin can be made a tender in pay- 
ment of debts.” (4 Wheat. 122, 204.) 

Such reports as have come down to us of the debates in the convention 
that framed the Constitution afford no proof of any general concurrence of 
opinion upon the subject before us. The adoption of the motion to strike 
out the words ‘‘and emit bills” from the clause ‘‘to borrow money and 
emit bills on the credit of the United States” is quite inconclusive. The 
philippic delivered before the Assembly of Maryland by Mr. Martin, one of 
the delegates from that State, who voted against the motion, and who de- 
clined to sign the Constitution, can hardly be accepted as satisfactory evi- 
dence of the reasons or the motives of the majority of the convention. (See 
1 Elliot's Debates, 345, 370, 376.) Some of the members of the con- 
vention, indeed, as appears by Mr. Madison’s minutes of the debates, ex- 
pressed the strongest opposition to paper money. And Mr. Madison has 
disclosed the grounds of his own action by recording that ‘‘this vote in the 
affirmative by Virginia was occasioned by the acquiescence of Mr. Madison, 
who became satisfied that striking out the words would not disable the Gov- 
ernment from the use of public notes, so far as they-could be safe and 
proper; and would only cut off the pretext for a paper currency, and par- 
ticularly for making the bills a tender, either for public or private debts.” 

But he has not explained why he thought that striking out the words 
‘fand emit bills” wouid leave the power to emit bills, and deny the power 
to make them a tender in payment of debts. And it can not be known 
how many of the other delegates, by whose vote the motion was adopted, 
intended neither to proclaim nor to deny the power to emit paper money, and 
were influenced by the argument of Mr. Gorham, who ‘‘was for striking 
out, without inserting any prohibition,” and who said: “‘If the words stand 
they may suggest and lead to the emission.” ‘‘ The power, so far as it 
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will be necessary or safe, will be involved in that of borrowing.” (5 Zidot’s 
Debates, 434, 435, and note.) And after the first clause of the tenth sec- 
tion of the first article had been reported in the form in which it now 
stands, forbidding the States to make anything but gold or silver coin a ten- 
der in payment of debts, or to pass any law impairing the obligation of con- 
tracts, when Mr. Gerry, as reported by Mr. Madison, ‘‘entered into obser- 
vations inculcating the importance of public faith, and the propriety of the 
restraint put on the States from impairing the obligation of contracts, alleg- 
ing that Congress Ought to be laid under the like prohibitions,” and made 
a motion to that effect, he was not seconded. (Ib. 546.) As an_ illustra- 
tion of the danger of giving too much weight upon such a question to the 
debates and the votes in the convention, it may also be observed that prop- 
Ositions to authorize Congress to grant charters of incorporation for National 
objects, were strongly opposed, especially as regarded banks, and defeated. 
(Ib. 440, 543, 544.) The power of Congress to emit bills of credit, as well 
as to incorporate Natignal: banks, is now clearly established by decisions, to 
which we shall presently refer. 

The words ‘‘to borrow money,” as used in the Constitution, to desig- 
nate a power vested in the National Government, for the safety and welfare 
of the whole people, are not to receive that limited and restricted interpreta- 
tion and meaning which they would have in a penal statute, or in an au- 
thority conferred, by law or by contract, upon trustees or agents for private 
purposes, 

The power ‘‘to borrow money on the credit of the United States” is a 
power to raise money for the public use on a pledge of the public credit, 
and may be exercised to meet either present or anticipated expenses and lia- 
bilities of the Government. It includes the power to issue, in return for 
the money borrowed, the obligations of the United States in any appropriate 
form, of stock, bonds, bills or notes; and in whatever form they are issued, 
being instruments of the National Government, they are exempt from taxa- 
tion by the governments of the several States. ( Weston vs. Charleston City 
Council, 2 Pet. 449; Banks vs. Mayor, 7 Wall. 16; Bank vs. Supervisors, 
7 Wall. 26.) Congress has authority to issue these obligations in a form 
adapted to circulation from hand to hand in the ordinary transactions of 
commerce and business. In order to promote and facilitate such circulation, 
to adapt them to use as currency, and to make them more current in the 
market, it may provide for their redemption in coin or bonds, and may make 
them receivable in payment of debts to the Government. So much is settled 
beyond doubt, and was asserted or distinctly admitted by the judges who dis- 
sented from the decision in the Legal-tender cases, as well as by those who 
concurred. in that @ecision. ( Veasie Bank vs. Fenno, 8 Wall, 533, 548; 
Hepburn vs. Griswold, 8 Wall. 616, 636; Legal-tender Cases, 12 Wall. 543, 
544, 560, 582, 610, 613, 637.) 

It is equally well settled that Congress has the power to incorporate Na- 
tional banks, with the capacity, for their own profit as well as for the use 
of the Government if its money transactions, of issuing bills which, under 
ordinary circumstances, pass from hand to hand as money at their nominal 
value, and which, when so current, the law has always recognized as a good 
tender in payment of money debts, unless specifically objected to at the time 
of the tender. ( United States Bank vs. Bank of Georgia, 10 Wheat. 333, 
347; Ward vs. Smith, 7 Wall. 447, 451.) The power of Congress to charter 
a bank was maintained in McCulloch vs. Maryland, 4 Wheat. 316, and in 
Osborn vs. United States Bank, 9. Wheat. 738, chiefly upon the ground that 
it was an appropriate means for carrying on the money transactions of the 
Government. But Chief-Justice Marshall said: ‘‘ The currency which it cir- 
culates, by means of its trade with individuals, is believed to make it a 
more fit instrument for the purposes of Government than it could otherwise 
be; and if this be true, the capacity to carry on this trade is a faculty in- 
dispensable to the character and objects of the institution.” (gq Wheat. 864.) 
And Mr. Justice Johnson, who concurred with the rest of the court in up- 
holding the power: to incorporate a bank, gave the further reason that it 
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tended to give effect to ‘‘that power over the currency of the country which 
(ib — of the Constitution evidently intended to give to Congress alone.” 
. 873. 

The constitutional authority of Congress to provide a currency for the whole 
country is now firmly established. In Veazie Bank vs. Fenno, 8. Wall, 533, 
548, Chief-Justice Chase, in delivering the opinion of the court, said: ‘‘It 
can not be doubted that under the Constitution the power to provide a cir- 
culation of coin is given to Congress. And it is settled by the uniform 
practice of the Government, and by repeated decisions, that Congress may 
constitutionally authorize the emission of bills of credit. Congress, having 
undertaken to supply a National currency, consisting of coin, of Treasury 
notes of the United States, and of the bills of National banks, is authorized 
to impose, on all State banks, or National banks, or private bankers, paying 
out the notes of individuals or of State banks, a tax of ten per cent. upon 
the amount of such notes so paid out. ( Veasie Bank vs. Fenno, above cited ;. 
National Bank vs. United States, 101, U.S. 1.) The reason for this con- 
clusion was stated by Chief-Justice Chase, and repeated by the present Chief- 
Justice, in these words: ‘‘ Having thus, in the exercise of undisputed constitu- 
tional powers, undertaken to provide a currency for the whole country, it can 
not be questioned that Congress may, constitutionally, secure the benefit of 
it to the people by appropriate legislation. To this end Congress has denied 
the quality of legal tender to foreign coins, and has provided by law against 
the imposition of counterfeit and base coin on the community. To the same 
end, Congress may restrain, by suitable enactments, the circulation as money 
of any notes not issued under its own authority. Without this power, in- 
deed, its attempts to secure a sound and uniform currency for the country 
must be futile.” (8 Wall. 549; 101, U. S. 6.) 

By the Constitution of the United States the several States are prohibited. 
from coining money, emitting bills of credit, or making anything but gold 
and silver coin a tender in payment of debts. But no intention can be in- 
ferred from this to deny to Congress either of these powers. Most of the. 
powers granted to Congress are described in the eighth section of the first 
article ; the limitations intended to be set to its powers, so as to exclude 
certain things which might otherwise be taken to be included in the general 
grant, are defined in the ninth section; the tenth section is addressed to. 
the States only. This section prohibits the States from doing some things. 
which the United States are expressly prohibited from doing, as well as from 
doing some things which the United States are expressly authorized to do, 
and from doing some things which are neither expressly granted nor expressly 
denied to the United States. Congress and the States equally are expressly 
prohibited from passing any bill of attainder or ex fost- facto law, or grante-. 
ing any title of nobility. The States are forbidden, while the President and 
Senate are expressly authorized, to make treaties. The States are forbidden, 
but Congress is expressly authorized, to coin money. The States are pro- 
hibited from emitting bills of credit; but Congress, which is neither ex-. 
pressly authorized nor expressly forbidden to do so, has, as we have already 
seen, been held to have the power of emitting bills of credit, and of making 
every provision for their circulation as currency, short of giving them the 
quality of legal tender for private debts—even by those who have denied its. 
authority to give them this quality. 

It appears to us to follow, as a logical and necessary consequence, that 
Congress has the power to issue the obligations of the United States in such 
form, and to impress upon them such qualities as currency for the purchase. 
of merchandize and the payment of debts as accord with the usage of sover- 
eign governments. The power, as incident to the power of borrowing money 
and issuing bills or notes of the Government for money borrowed, of im- 
pressing upon those bills or notes the quality of being a legal tender for 
the payment of private debts, was a power universally understood to belong 
to sovereignty, in Europe and America, at the time of the framing and 

adoption of the Constitution of the United States. The Governments of Eu- 
rope, acting through the monarch or the legislature, according to the dis-~ 
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tribution of powers under their respective constitutions, had and have as 
sovereign a power of issuing paper money as of stamping coin. This power 
has been distinctly recognized in an important modern case, ably argued and 
fully considered, in which the Emperor of Austria, as King of MHungary, 
obtained from the English Court of Chancery an injunction against the issue 
in England, without his license, of notes purporting to be public paper money 
of Hungary. (Austria vs. Day, 2 Giff. 628, and 3 D. F. & J. 217.) ‘The 
power of issuing bills of credit, and making them, at the discretion of the 
Legislature, a tender in payment of private debts, had long been exercised 
in this country by the several colonies and States, and during the Revolu- 
tionary war the States, upon the recommendation of the Congress of the 
Confederation, had made the bills issued by Congress a legal tender. (See 
Craig vs. Missouri, 4 Pet. 435, 453; Briscoe vs. Bank of Kentucky, 11 Pet. 
257, 313, 334-336; Legal-tender cases, 12 Wall. 557, 558, 622; Phillips on 
American Paper Currency, passim.) The exercise of this power not being 
prohibited to Congress by the Constitution, it is included in the power ex- 
pressly granted to borrow money on the credit of the United States. 

This position is fortified by the fact that Congress is vested with the ex- 
clusive exercise of the analogous power of coining money and regulating the 
value of domestic and foreign coin, and also with the paramount power of 
regulating foreign and interstate commerce. Under the power to borrow: 
money on the credit of the United States, and to issue circulating notes for 
the money borrowed, its power to define the quality and force of those 
notes as currency is as broad as the like power over a metallic currency 
under the power to coin money and to regulate the value thereof. Under 
the two powers, taken together, Congress is* authorized to establish a Na- 
tional currency, either in coin or in paper, and to make that currency law- 
oe money for all purposes as regards the National Government or private in- 
ividuals. 

The power of making the notes of the United States a legal tender in 
payment of private debts, being included in the power to borrow money and. 
to provide a National currency, is not defeated or restricted by the fact that 
its exercise may affect the value of private contracts. If upon a just and 
fair interpretation of the whole Constitution, a particular power or authority 
appears to be vested in Congress, it is no constitutional objection to its 
existence or to its exercise that the property or the contracts of individuals. 
may be incidentally affected. The decisions of this court, already cited, afford 
several examples of this. 

Upon the issue of stock, bonds, bills or notes of the United States, the 
States are deprived of their power of taxation to the extent of the property 
invested by individuals in such obligations, and the burden of State taxa- 
tion upon other private property is correspondingly increased. The ten per 
cent. tax, imposed by Congress on notes of State banks and of private 
bankers, not only lessens the value of such notes, but tends to drive them, 
and all State banks of issue out of existence. The priority given to debts 
due to the United States over the private debts of an insolvent cebtor 
diminishes the value of these debts, and the amount which their holders 
may receive out of the debtor’s estate. 

So, under the power to coin money and to regulate its value, Congress 
may (as it did with regard to gold by the Act of June 28, 1834, ch. 95,. 
and with regard to silver by the Act of February 28, 1878, ch. 20) issue 
coins of the same denomination as those already current by law, but of less 
intrinsic value than those by reason of containing a less weight of the 
precious metals, and thereby enable debtors to discharge their debts by the 
payment of coins of the less real value. A contract to pay a certain sum 
in money, without any stipulation as to the kind of money in which it 
shall be paid, may always be satisfied by payment of that sum in any cur- 
rency which is lawful money at the place and time at which payment is to 
be made. (1 Hale P. C. 192-194; Bac. Ab. Tender, B. 2; Pothier Contract 
of Sale, No. 416; Pardessus Droit Commercial, Nos. 204, 205; Searvighi vs.. 
Calbraith, 4 Dall, 324.) As observed by Mr. Justice Strong in delivering 
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the opinion of the court in the Legal-tender cases, ‘‘ Every contract for the 
payment of money simply is necessarily subject to the constitutional power 
of the Government over the currency, whatever that power may be, and the 
obligation of the party is therefore assumed with reference to that power. 
(12 Wall. 549.) 

Congress, as the legislature of a sovereign nation, being expressly empow- 
ered by the Constitution ‘‘to lay and collect taxes, to pay the debts and 
provide for the common defense and general welfare of the United States,” 
and ‘‘to borrow money on the credit of the United States,” and ‘‘to coin 
money and regulate the value thereof, and of foreign coin;” and being 
clearly authorized, as incidental to the exercise of those great powers, to 
emit bills of credit, to charter National banks and to provide a National 
currency for the whole people, in the form of coin Treasury notes, and Na- 
tional bank bills, and the power to make the notes of the Government a 
legal tender in payment of private debts being one of the powers belonging 
to sovereignty in other civilized nations, and not expressly withheld from 
Congress by the Constitution, we are irresistibly impelled to the conclusion that 
the impressing upon the Treasury notes of the United States the quality of 
being a legal tender in payment of private debts is an appropriate means, 
conducive and plainly adapted to the execution of the undoubted powers of 
Congress, consistent with the letter and spirit of the Constitution, and there- 
fore, within the meaning of that instrument, ‘‘ necessary and proper for 
carrying into execution the powers vested by this Constitution in the Govern- 
ment of the United States.” 

Such being our conclusion in matter of law, the question whether at any 
particular time, in war or in peace, the exigency is such, by reason of un- 
usual and pressing demands on the resources of the Government, or of the 
inadequacy of the supply of gold and silver coin to furnish the currency 
needed for the uses of the Government and of the people, that it is, as a 
matter of fact, wise and expedient to resort to this means is a political ques- 
tion to be determined by Congress when the question of exigency arises, 
and not a judicial question to be afterward passed upon by the courts. To 
quote once more from the judgment in M/cCulloch vs. Maryland, ‘* Where 
the law is not prohibited, and is really calculated to effect any of the objects 
intrusted to the Government, to undertake here to inquire into the degree 
of its necessity would be to pass the line which circumscribes the judicial 
department, and to tread on legislative ground.” (4 Wheat. 423.) 

It follows that the Act of May 31, 1878, chapter 146, is constitutional and 
valid, and that the circuit court rightly held that the tender in Treasury 
notes reissued and kept in circulation under that Act was a tender of lawful 
money in payment of the defendant’s debt to plaintiff. 

Judgment affirmed. 
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FRENCH CREDIT is the first of the great bulwarks of Government solvency 
which begins to show signs of being unable to bear the strain of the enor- 
mous armaments which crush the life out of Europe. The French budget 
shows a growing deficit, $30,000,000 this year, and the Republican financiers 
have neither the courage to levy new taxes nor the prudence to restrict ex- 
penditures. Tonquin means a big bill, fortifications and local improvements 
are requiring another large outlay, and the Central Government is pledged to 
advance $120,000,000 in loans or grants for schoolhouses in the next ten 
or fifteen years. Leon Say says that the last great loan brought out by the 
French Treasury was not taken by the people, but by the great capitalists, 
who still hold it—a most ominous sign. The small investor has at last been 
thoroughly scared in France. Lastly, the French Government has declined 
to permit the ability of the Bank of France to issue notes at will to be cur- 
tailed. 
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INQUIRIES OF CORRESPONDENTS. 


ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I, COLLECTION OF OVER-DUE PAPER. 


Our correspondent sends us a note for collection which when it reaches us is 
past due some months. It bears evidence by indorsement of having passed 
through the hands of another bank in this place, and the natuz..1 supposition 
on our part is that it was duly presented upon day of maturity. But since 
the note bore several indorsements, and the letter of our correspondent con- 
tained no instructions to the contrary, after payment had been duly demanded 
and refused, we handed the papers to notary who protested it. Was our 
action in the matter the proper one? Our correspondent claims not, and re- 
fuses to pay protest fee. 

RepLy.—The answer to this inquiry is doubtful, but upon the whole we 
think the sending bank should have given instructions about protesting, and 
that it should pay the fees. If the note had not borne several indorsements 
protest would have been clearly improper; but it might be that some of the 
indorsements were made after the note matured, and such an indorser would 
be entitled to notice of non-payment. This was a question which the col- 
lecting bank could not be expected to decide at its peril, and we think it 
should be protected, if it erred on the side of safety and followed the usual 
course. 





II. TELEGRAPHIC CERTIFICATION OF CHECKS. 


Our bank sends another bank the following telegram: ‘‘Is G. S. Dibble’s 
check on you good for one thousand dollars?” <A clerk of the other bank 
sent answer, ‘‘ Yes.” One of the owners of the bank was dissatisfied and 
displeased at this answer, and wrote another saying, ‘‘G. S. Dibble’s check 
on us good this day for one thousand dollars."”" Now one party holds that 
** yes” meant exactly what the second answer meant; in fact, that the second 
answer of thirteen words did not convey one single idea more than first 
answer did in one. Is this correct? 

RrepLy.—No doubt a check may be certified by telegraph or by word of 
mouth, but the check must be in existence, and so identified in the cor- 
respondence or conversation that the banker can know what check he has 
certified, and charge it to the drawer’s account. The inquiry in the first 
telegram, however, was not one, the answer to which in the affirmative, would 
involve the certification of a check. It was in effect merely an inquiry as to 
the then state of G. S. Dibble’s account. This was a question which the 
bank might answer or not as it pleased. It made no contract by answering 
the question in the affirmative, and could not be made liable to the inquirer 
by so answering it, if the answer was true when made. It certainly made no 
contract that Dibble would keep his account good, or that it would set aside 
$1000 dollars of his deposit for the benefit of the inquirer. See the case of 
Espy v. Bank of Cincinnati, 18 Wallace 604. We think, therefore, that the 
legal effect of the two replies sent was precisely the same. 
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III. DUPLICATE CERTIFIED CHECK. 

Some time ago a customer of ours drew his check payable to a party in 
a distant city, and which we certified. The payee deposited it in his bank, 
and they sent it to their New York correspondent, who in turn forwarded 
it to a bank in this city, but it was lost in transmission. The payee claims 
a duplicate, and the matter being referred*to us by our customer we in- 
formed him that we should not pay a duplicate unless accompanied by a 
bond of indemnity. Neither of the parties concerned is willing to give 
the bond, and the New York Bank claims that we would run no risk in 
paying the duplicate, as they have good reason to believe the original is 
now indorsed payable to the order of the bank in this city, who will never 
<laim payment on it. Are we right in refusing to pay the duplicate without 
the bond of indemnity, and shall we not be obliged to pay the original if 
presented, seeing that we have certified it? 

RepLy.—In this case the right and duty of the bank to demand an in- 
demnity is unquestionable. It has made itself responsible upon the original 
check by the act of certification, and proper business methods require that 


it should be indemnified against loss before it pays the duplicate. 


IV. Post-DATED CHECK. 


If the date of a post-dated check on a bank in Ohio falls on Sunday, 
is said check due and payable the day previous, and will a protest then fix 
the liability of an indorser? ° 


Rep_ty.—The check is due and payable on Monday (Salter v. Burt, 20 
‘Wendeil 205), and protest on Saturday would be premature. This is the 
general rule, and we are not aware of any statute in Ohio which changes it. 


V. CHECKS PAYABLE IN EXCHANGE, 

This check was forwarded to one of our banks here in the regular course 
of business, properly indorsed by John Smith and the various banks through 
which it passed: 

Denver, Col., March 20, 1884. 
PIKE PEAK BANK OF DENVER, 

Pay to Jno. Smith, on order, one hundred dollars cash or draft, or New 
York. $100. JNO. JONEs. 

The check is presented to the ‘‘ Pike Peak Bank,” who offer their draft 
on New York in ‘payment. Is the holder (the collecting bank) forced to ac- 
cept it, regardless of the fact or their belief that the ‘‘ Pike Peak Bank” 
draft is worthless? If the holder believes the draft offered to be worthless, 
and therefore refuses to accept it, but protests the check, what is the 
holder’s liability, if any, and are the indorsers released by his action? : 

REPLY.—We have frequently discussed checks of this sort in former num- 
bers of the Magazine, and have always taken the ¥iew that the holder is 
bound to accept the drawee’s own drafts on New York in payment 
thereof. The check is payable ‘‘in draft on New York,” and no sufficient 
reason can be given why the drawee’s draft is not as good a tender in 
payment, as the draft of any other banker, especially when it is well known 
that checks are made in this form for the very purpose of giving the drawee 
an opportunity of using its New York funds. The belief of the collecting 
bank that the drawee’s draft on New York is worthless cannot affect the 
rights of the drawee in this respect. It has done its whole duty as agent 
for collection, when it has presented the check and obtained the drawee’s 
draft in payment. With the ultimate value of that draft it has no concern, 


and it will not be responsible if the draft proves to be worthless. If this 


view is correct, it follows that the holder has no right to protest the check 
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under: the circumstances stated in the inquiry, and, if it should take this 
course, it would no doubt be responsible for any loss which could be shown 
to have resulted from its action. The indorsers could not be held, because 
if the drawee’s draft on New York is a good tender, and has been offered 
and refused, then the check has not been dishonored. It is poséible, also, 
if checks drawn in this form are—as we have always contended—not prop- 
erly negotiable instruments, because not payable in money, that the indorsers 
are not under all the liabilities of the indorsers of ordinary commercial paper; 
but upon this point we offer no opinion. The inquiry illustrates the numer- 
ous vexatious questions which arise in the collection of paper drawn in this 
objectionable form. We think the use of it should be discountenanced, and 
one obvious method of so doing would be for banks to refuse to handle 
the paper, or only to take it for collection under special arrangement. 





_—_—_- 


BOOK NOTICES. 


The Statesman’s Year-Book ; Statistical and Historical Annual of the States 
of the Civilized World for the year 1884. Edited by J. Scotr 
KELTIE. London: Macmi!lan Co. 1884. 

_ The present is the twenty-fi.s: - ual publication of this well-known and 

valuable work. Mr. Frederick Murtin, who designed the work, and who 

edited it with conspicuous ability, died last year, but his successor has not 
changed the plan which from long experience has proved to be very satis- 
factory. The publication has been revised throughout, in many instances the 
existing information has been amplified, additional classes of statistics have 
been introduced, and six more countries have been added: Madagascar, Orange 

Free State, the Transvaal, Zanzibar, Burmah and Hawaii. These additions 

have increased the size of the book about a hundred pages, but the informa- 

tion will prove doubtless very useful. This work is so well known that no 
commendation of its merits is necessary. 


Banking in Australasia, from a London Official’s Point of View ; with 
some Remarks on Morlgage and Finance Companies. London. 1883. 

With the exception of two or three papers relating to Australian banking, 
nothing previously to this work had been written in the way of history or de- 
scription of banking in that far-off quarter of the world. The history of each 
bank is given separately, and, as the author says, the work has reference 
more particularly to the business of Australian banks in London. Neverthe- 
less, a wide field is traversed, and some of the most practical questions in 
banking are discussed, such as the sale of drafts, competition, and telegraphic 
transfers of money. Some chapters might have been expanded very profitably, 
we think, especially the one relating to Mortgage Companies. Indeed, the 
author has assumed that the reader was pretty well acquainted with the sub- 
ject, and only required a little enlightenment here and there. The book 
would have been worth more to the general reader had the subject been 
handled with greater completeness. It bears the evidence of having been 
prepared for a special purpose, and doubtless it will serve in that way all 
that the author intended. 
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RETIREMENT OF COMPTROLLER KNox.—The Hon. John Jay Knox resigned 
on April 23d the office of Comptroller of the Currency, to take effect 
May 1, when he enters upon his duties as President of the National Bank 
of the Republic in New York. Mr. Knox had proposed to resign earlier in 
the year, but the recent attack made upon him by the shareholders of a 
Boston bank led him to remain in his office until a committee of Congress 
should examine into the case, which has been done to his entire exoneration 
from any blame. 

It is to be regretted that the Government is no longer to profit by the 
services of so valuable an officer as Mr. Knox. For twelve years he 
has served as Comptroller of the Currency with distinguished efficiency. The 
machinery of our National banking system, admirable as it is in many re- 
spects, is very sensitive, and a Comptroller of the Currency not understand- 
ing it, nor the consequences of his acts, might constantly render great harm, 
not only to the banks, but through them to the entire business of the 
country. Mr. Knox has won the unusual praise of having always administered 
his office with zeal, ability, and a discretion which is rare among public of- 
ficials. He retires with a clean, handsome record, leaving an example which 
his successor may well imitate. His equal is not likely to be chosen to 
succeed him, and it is a cause for keen regret that the honors and emolu- 
ments of the office were insufficient to prevent his retirement. 


CAREER OF THE COMPTROLLER.—Mr. Knox was appointed Deputy Comp- 
troller in 1867, and Comptroller in 1872, and thus has had a continuous 
service of seventeen years in the office. Previous to his first appointment he 
was sent by Secretary McCulloch to San Francisco in 1866 to examine the 
branch Mint in that city. His report was published with a complimentary 
notice by Secretary McCulloch in the finance report of that year. In April, 
1870, he completed a revision of the Mint and Coinage laws of the United 
States, which was transmitted to Congress with an elaborate report. Upon 
his recommendation the coinage of the silver dollar was discontinued, and 
subsequently the bill which he proposed was passed by Congress with a few 
amendments, and is now known as the ‘‘ Coinage Act of 1873.” 

The Comptroller subsequently visited New Orleans and discovered in the 
office of the Assistant Treasurer the largest defalcation ever known in the 
history of the Government. The failure of the First National Bank of New 
Orleans followed, and Mr. Knox remained for some weeks in that city act- 
ing as Assistant Treasurer. He was reappointed Comptroller without his 
knowledge previous to the expiration of his first term and confirmed by the 
Senate without reference to any committee. He was again appointed to a 
third term on April 12, 1882. 

Among the many expressions of appreciation by the press of the country, 
the ation of this city says: ‘‘ The retirement of Mr. John Jay Knox from 
the office of Comptroller of the Currency is a loss to the public service of no 
common kind. The intelligence which he has brought to the complicated duties 
of his office has never been surpassed in any similar station, and has not 
been equaled in the particular station which he has so long filled. The 
National banking system owes much of its present carefulness in detail 
management to his mastery of all the facts and principles of sound finance. 
His annual reports embrace perhaps the most complete and _ satisfactory ar- 
rangement of information needful to the business man, the student, and the 
legislator that has ever been furnished in this country on any economical 
subject.’ 
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It is well known to several Senators that Mr. Knox was the first choice 
of the late President Garfield for Secretary of the Treasury, and this fact 
was communicated by the President to him in the presence of a well-known 
gentleman, to whom the President said that he was only prevented from 
carrying out his original purpose by political complications which afterward 
grew up in filling other places in his Cabinet. 


IN THE SENATE, on April 1, Mr. Hill introduced the following bill, which 
was read twice and ordered to lie on the table: 

A Bit to make the certificates of gold and silver deposited in the 
Treasury of the United States a legal tender for public and private debts. 

Be it enacted by the Senate and House of Representatives of the United 
States of America in Congress assembled, That on and after the passage of 
this Act, certificates of gold and silver deposited in the Treasury of the 
United States shall be a legal tender, at their nominal value, for all debts, 
public and private, except when otherwise expressly stipulated in the con- 
tract: Provided, that such certificates shall contain the promise of the United 
States to deliver, on demand, the sums of gold and silver named thereon ; 
and that this Act shall be operative only so long as such promise is in 
fact kept and performed, and only so long as the law regulating the receipt 
by the Treasury of the United States of deposits of gold and silver shall 
require such gold and silver to be kept and used solely for the redemption 
of the certificates issued therefor. 


Mr. Henry W. CANNON, Cashier of the Lumberman’s National Bank, at 
Stillwater, Minnesota, was nominated on April 30th as Comptroller of the 
‘Currency, in place of Mr. Knox, resigned. Mr. Cannon was born in Delhi, 

Y., in 1849, and before he had reached his majority .was teller in the 
First National Bank in his native town. He left there in 1870, coming di- 
rectly to St. Paul, and for a short time was connected with the Second 
National Bank of St. Paul. In 187r he removed to Stillwater, where he 
organized the Lumberman’s National Bank, of that city. Immediately after 
its organization he was made Cashier of the bank, a position he has held 
for nearly thirteen years. During this period he has been identified with 
most of the noteworthy business interests in that city. He is Secretary of 
the Chamber of Commerce, and Secretary, Treasurer, and Manager of the 
water and gas companies, whose organizations and effective workings have 
been under his successful charge. 

OUTSTANDING THREE PER CENTS.—In a letter dated April 7 the Secre- 
tary of the Treasury furnishes the following statement to a banker of New 
York City: 

1. There are now outstanding and uncalled United States three-per-cent. 
bonds of the Act of July 12, 1882, amounting to $244,773,450; and, 

2. If the first $200,000,000 to be called—7. ¢., those bonds having the 
highest numbers—be divided into four groups of $50,000,000 each, the num- 
bers embraced in each group would be about as follows, viz. : 

FIRST GROUP, 

$ 50 $ 100 $ 500 , $ 1,000 $ 10,000 

304 to 442 . 2,204t0 3,840 . 1,090t01,737 . 9,978tO 14,771 . 18,340 to 22,950 
SECOND GROUP. 

270 to 303. 42,001 to 2,203. 906 to 1,089 . 72,69toO 9,977 . 13,573 to 18,339 
THIRD GROUP, 

56to 269 . 779t02,000 . 346to 905 . 2,891 to 7,208 . 9,041 to 13,572 
FOURTH GROUP. 

37to.55 . 443to 778 . 1I90to 345 . 1,623to 2,890 . 4,219to 9,040 

New York.—The Mechanics and Traders’ National Bank has dissolved its 
organization under the National system. In its stead the Mechanics ‘and 
Traders’ Bank was incorporated on April 24th, under the State law of July 
I; 1882, and has begun business. } 
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BANK FAILURES.—Several failures, all attributable to the madness of spec- 
ulation by bank officers, have occurred during April, two of these being an- 
nounced on the same day. On the eighth the First National Bank of St. 
Alban’s, Vermont, announced its suspension. A run on this bank occurred 
two months previously. The cause of its trouble is said to be unfortunate 
speculation in stocks by its president and cashier, Messrs. E. A. and Albert 
Sowles.. Efforts have been made by them, since the suspension, to provide 
means for the bank’s resumption, but the assets not being of the quick kind 
they cannot be realized upon in time. After full report by the Bank Ex- 
aminer, the Comptroller of the Currency appointed a receiver, Daniel Roberts, 
of Burlington, Vt. 

In consequence of this suspension, the excitement in Swanton, Vt., caused 
a run upon the National Union Bank of that place. The solvency of this 
bank seems, however, to be assured, and confidence is felt in its ability to 
continue business. To meet only $52,000 due depositors, it held $117,000 


of good, short time paper. 
The First National Bank of Monmouth, Illinois, closed its doors on April 


_ 8th, in corsequence of a defalcation of over $100,000 by the cashier, B. T. 


O. Hubbard, who has absconded. The assets are sufficient to pay depositors 
eighty per cent., and the stockholders resolved to make good the deficiency 
and continue business, but the Comptroller decided the condition of the 
bank to require its liquidation. R. M. Stevenson, of Monmouth, has been 
appointed receiver. 

The Exchange Bank of Versailles, Ohio, closed its doors on April goth. 
The bank had been weak for some months, since the failure of two grain 
dealers who owed it largely. The losses, some $60,000, will fall upon the 
stockholders. B. F. Coppess, of Greenville, O., has been appointed receiver. 

The Bank of Newton, Iowa, has decided to close its business. On April 
12th the cashier, J. G. Cotton, left the place, ostensibly for a few hours 
only. An examination of the accounts proved him to be a defaulter to the 
amount of $41,000. The capital of the bank was $50,000. Depositors are 
paid in full on demand, the Jasper County Bank having assumed the busi- 
ness of the Bank of Newton. Cotton has not been found. A reward is 
offered for his arrest. 

The Bank of Effingham, Illinois, failed on April 21, its president, F. A. 
Von Gassey, having absconded. The cashier asserts that there were over 
$40,000 in the bank when he closed it on Saturday, the Igth, and that when 
he opened it Monday morning every dollar was gone, as well as the books, 
papers, &c. The losers are all citizens of Effingham. 


THE PaciFIC NATIONAL BANK.—The House Committee on banking and 
currency agreed on April 22 upon a report on the recent investigation of 
the charges against Comptroller Knox and Bank Examiner Needham, arising 
out of the failure of the Pacific National Bank of Boston. This report is to 
the effect that there is not proof or offer of proof sufficient to justify the 
committee in entertaining the charge of conspiracy between the Government 
officers and other parties; that the increase of capital stock of said bank to 
$961,300 involves a question of law now before a court of competent juris- 
diction, and is not a matter properly calling for the judgment of this com- 
mittee ; that, while in the light of facts apparent since the failure of the 
bank, the Comptroller’s exercise of his lawful discretion in some instances 
may be open to criticism, and the wisdom of his course may be questioned, 
there is nothing to show that he was actuated by an improper motive, or 
was guilty of any intentional violation of law; that the charge of incompe- 
tency made against Needham is not sustained, except in so far as he yielded 
his own judgment too much to the influences surrounding him, and to the 
apparent business sentiment of Boston, in favor of keeping this bank from 
going into the hands of a receiver, and to the hopes, opinions and state- 
ments of the directors and others interested in the rehabilitation of the bank. 

The committee also directed the sub-committee to prepare a report em- 
bodying these views, and to formulate such amendments to the National 
Banking Act as will tend to prevent the practices by which the insolvency 
of the Pacific Bank was brought about, and to limit and define the discre- 
tion of the Comptroller, and, if possible, make the examination directed by 
law more trustworthy. 
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TEXAS.—At a meeting of the Board of Directors of the National Bank of 
Jefferson, Texas, on April 7th, W. B. Ward, Vice-President since the organiza- 
tion of the bank, was elected President, in place of W. M. Harrison, re- 
signed. T. J. Rogers was elected Vice-President in place of W. B. Ward. 
Col. Harrison retires from the presidency of this bank to take the same 
sition in a new bank at Fort Worth. He still retains, however, a large in- 
terest in the First National, and continues to be one of its directors. 


Utau.—The London Bank of Utah, at Salt Lake City, was attached on 
April 3d, by W. H. H. Bowers, for $50,000, and is in the possession of 
the United States Marshal. Deposits to the amount of $100,000 will be 
locked up pending the litigation. The trouble grew out of Mammoth mine 
- transactions. Mr. Bowers alleges that checks payable to his order and not in- 
dorsed have been appropriated by the bank. Edwin Austin is the local 
manager of the bank, which is an English corporation. 


DIVIDENDS OF INSOLVENT BANKS.—The Comptroller of the Currency has 
declared dividends in favor of the creditors of insolvent National banks as 
follows: The Atlantic National Bank of New York, final dividend of fifteen 
and a-quarter per cent., making in all 100 per cent. of principal and fifty 
per cent. of interest. The Second National Bank of Scranton, Penn., sixth 
dividend, five per cent., making in all 100 per cent. The First National 
Bank of Nevada, Austin, Nevada, final dividend of 2,53; per cent., making in 
all 92,53, per cent. 


‘ OBITUARY. 


Francis D. PERRY, President of the Southport (Conn.) National Bank, died 
after a short illness in that town on April 16th, in his seventy-fifth year. He 
had been for over thirty years an officer of this bank, and of its predecessor, 
the Southport Bank. He was also for some years Secretary and Treasurer of 
the Southport Savings Bank, and to these institutions devoted his energies 
with fidelity, perseverance, and marked ability. Mr. Perry was a man who 
won, by his high personal character, universal respect and regard. Thor- 
oughly conscientious, decided in his opinions, but courteous, considerate and 
liberal, he exemplified the best type of the faithful official and the Christian 
gentleman. The boards of directors of the two banks, at a special union 
meeting, passed unanimously a series of resolutions expressive of their high 
regard and appreciation of the deceased. 


Uri S. PENFIELD, Cashier of the First National Bank of Quincy, Illinois, 
died suddenly of apoplexy at his home, on the evening of March 25th, 
aged sixty-two years. Mr. Penfield was one of the most widely-known 
bankers and probably the oldest bank cashier in the State, having filled that 
position in the First National Bank since its organization in 1863, and pre- 
viously in the Quincy Savings bank, its predecessor. He came to Quincy in 
1838, while but a boy, and won his way to the position of a responsible 
and successful citizen, a moving spirit in every enterprise identified with the 
city’s welfare, enjoying the confidence of all who knew him. Mr. Penfield’s 
superior financial ability and discretion were acknowledged by his repeated 
election as cashier by the directors of the bank, and were evinced by suc- 
cessful management of its large interests. With the firmness and stability 
which are essential to the banker, he maintained an unwavering courtesy 
and a frankness and cordiality which, proceeding from true kindness of heart, 
won for him many and warm friends. In his death, his associates in busi- 
ness, in society, and in the church of which he was an active member, are 
deprived of one whose loss is mourned by the entire community. 

Mr THOMAS GAFF, an old and much respected resident of the vicinity of 
Cincinnati, died suddenly on April 25th, aged seventy-seven years. Mr. Gaff 
had long been identified with the business interests of that city, and with 
those of Aurora, Indiana, where he spent the greater portion of his life. 
He was President of the First National bank of that place, President of the 
Aurora Distilling Company, and also interested in a number of other business 
enterprises, which bore successful proofs of his energetic and wise management. 
He had amassed a large fortune, which was judiciously controlled, and no one 
will be more sincerely missed in many circles, or more deeply regretted. 
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OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 


(Continued from April No., page 810.) 


Name and Place. President. Cashier. Capital, 
Nicollet National Bank John De Laittre, 
Minneapolis, MINN. . F. R. Foss, $500,000 
Ripon National Bank........... L. E. Reed, 
Ripon, WISs. C. B. Hart, 50,000 
National Bank of Malvern...... Jos. Jeanes, 
Malvern, PENN. Chas. C. Highley, 50,000 
First National Bank Daniel Bitler, 
Eureka, KANsas. J. C. Nye, 50,000 
First National Bank Chas. B. Kennedy, 
Madison, Dak. F. D. Fitts, 
Gray National Bank 
Middletown Springs, VT. A. A. Greene, 
Citizens’ National Bank 
Madison, Dak. J. A. Trow, 
Schuyler National Bank......... Chas. E.Sumner, ¢@ 
Schuyler, NEB. T. B. Crewitt, 
First National Bank a 
Rock Rapids, Iowa. B. L. Richards, 
Farmers’ National Bank 
Granville, N. Y. W. D. Temple, 
First National Bank Henry Keller, 
Sauk Centre, MINN. C. M. Sprague, 
First National Bank Robt. W. McCartney, 
Metropolis, ILL. Jas. M. Choat, 


First National Bank L. N. Blume, 
Wapakoneta, OHIO. Chas. F. Herbst, 


Lyndonville National Bank S. Bradley, 
Lyndonville, VT. H. M. Pearl, 


Merchants & Planters’ Nat’l B’k. C. C. Binckley, 
Sherman, TEx, T. Randolph, 


First National Bank Chas. H. Dane, 
Deming, N. MEx. F. H, Siebold, 


First National Bank : 
Darlington, WIs. G. S. Anthony, 50,000 
York National Bank George W. Post, 
; Lee Love, 50,000 
Ezra Millard, 
Omaha, NEB. A. P. Hopkins, 250,000 
First National Bank............ Michael Taylor, 
Keyport, N. J. 50,000 
First National Bank Geo. W. Barefoot, 
Montague, TEX, Wm. A, i 50,000 
National Bank of Westfield Edward A. Skinner, 
Westfield, N. Y. John A. Skinner, 50,000 
Washington National Bank: Edwin C. Knowles, 
Washington, KAN. J.S. Alspaugh, 100,000 
First National Bank... John S. Silvers, 
Cranbury, N. J. Chas. Applegate, 50,000 
Merchants’ National Bank John A. McLean, 
Bismarck, DAK, Edward McMahon, 100,000 
People’ s National Bank Warren Crandall, 
Burlington, KAN. Thomas W. Foster, 50,000 
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NEW BANKS, BANKERS, AND SAVINGS BANKS. 


(Monthly List, continued from April No., page 812.) 


State. Place and Capital. Bank or Banker. Cashier and N. Y. Correspondent. 
By We eC cices American Surety Co., 160 Broadway, = _nacesceecees 
$ 500,000 Richard A. Elmer, Pr. Lyman W. Briggs, V. Pr. 
a O  Weesces Mutual Savings Bank of Harlem, Eighth Avenue and 125th Street. 
Azns.... Bismiagham... Alabama State Baek...... == eweccccecess 
$ 200,000 Jos. F. Johnson, ‘Pr. John W. Read, Cas. 
Co ._ ee ee ere 
$ 55,000 Chas. G. Buckingham, /r. C. D. Barnes, 4ss’¢ Cas. 
u = SE cnmreces First National Bank...... Fourth National Bank. 
80,000 John M. Wallace, Py, B. D. Harper, Cas. 
DaK.... Bismarck.. .... gh RE ee 
100,000 John A, McClean, Pr. Edward McMahon, Cas. 
” . Madison....... FMM TOORIOMEE DER cccce . «5s wen scens avec 
50,000 Chas. B. Kennedy, Pr. F. D. Fitts, Cas. 
u . Madison....... Citizens’ oo Bank.. Chase National, Bank. 
$ 40,000 . F. Smith, Pr. J. A. Trow, Cas. 
IDAHO.. Eagle City..... re 7 pn Bank..... (W. Hussey.) Kountze Bros. 
ee OP er Ba % | — See Kountze Bros. 
a Greenfield...... pao & Johnson....... R. Metcalf, Cas. 
u . Metropolis..... Pies FOR ccens ., —. ee meescecce . 
$ 50,000 Robert W. McCartney, Pr. Jas. M. Choat, Cas. 
Iowa... Dunlap........ Thompson’s Brokerage & Coll. House. Kountze Bros. 
G. W. Thompson, /r, B. F. Thompson, Cas. 
” . Rock ay ees i I ee ee 
$ 50 J. Shade, Fr. B. L. Richards, Cas. 
” . Rock “aa. . Bank of Rock Rapids.... C. H. Huntington, Cas. 
KAN.. .. Burlington bees People’s National Bank., cocvccccoces 
50,000 Warren Crandall, Pr. Thos. W. Foster, Cas. 
7] Qo eee Pees FE cecce........ . eeseieveceecs 
50,000 Daniel Bitler, Pr. J. C. Nye, Cas. 
u . Haddam....... Haddam State Bank...... Bank of North America. 
W. Moorhead, Pr. O. L. Taylor, Cas. 
” . Medicine Lodge McNeal, Little & Thomp eee 
u .. Washington... . Washington Nat’] Bank... = —=—_—s_caeenccccees 
$ 100,000 Edwin C. Knowles, Pr. J. &. Alspaugh, Cas. 
MINN... Minneapolis.... Nicollet National Bank... =» ceeeeceee eee 
$ 500,000 John De Laittre, Pr. J. F. R. Foss, Cas. 
u ~ eee Ceeee,... Piemt FERNOO) OM ccc se  ; C hewecnccncs 
$ 50,000 Henry Keller, Pr. C. M. Sprague, Cas. 
Mo..... Jericho........ Hartley Banking Co...... §= ____ evescccccees 
A. M. Pyle, set John D. Porter, Cas. 
#  ,. Kansas City.... J. F. Corle & Son........ Donnell, Lawson & Simpson, 
u 5 ies xn EE Ecsteeda, > . 5 *eanwinedate 
NEB,... Kenesaw....... BO OE Ti vecce 2. eeneeceucene 
$ 25,000 A. T. Gillette, Pr. E. P. Gillette, Cas. 
u » nds ccus Commercial Nat’lBank.. ce ccecccecce 
$ 250,000 Ezra Millard, Pr. A. P. Hopkins, Cas. 
” . Schuyler....... Schuyler National Bank.. Chemical National;Bank. 
$ 50,000 Chas. E, Sumner, Pr. T. B. Crewitt, Cas. 
” . Western....... ee Se Peccavess -°  - egebaneseces 
J. Lewelling, Pr. M. Votaw, Cas. 
”  Wiecacecese Wt Se cikcs  weanceecbese 
$ 50,000 Geo. W. Post, Pr. Lee Love, Cas. 
NEv.... Carson City... Bullion & Exchange Bank. Opdyke & Co, 
Jacob Klein, /r. T. R. Hofer, Cas. 
Pro cases CORMBRUET. . cece EE ER eae can A ON PEN 
50,000 John S. Silvers, Pr. Chas, Applegate, Cas. 
u . Keyport........ Fe cas gis ee eeccies 
0,000 ns cee eee. ete Seewense 
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State. Place and Capital. Bank or Banker. N. Y. Correspondent and Cashier, 
N, MEx. Deming ....... 4 Pe ree 
$ 50 Chas. H. Dane, Pr. Frank H. Siebold, Cas 
#  .,, Silver city. ove Silver City B’k (J. Freuden thal & Co.) Nat’l Citizens’ B’k. 
N. Y.... Granville....... Farmers’ National Bank. . Ninth National Bank, 
Jas. E. Goodman Pr. Wm. D. Temple, Cas. 
ee ee Farmers & Merchants’ B’k. National Park Bank, 
$ 25,000 Marvin D. Fisher, Pr. Chas, P. Masterson, Cas. 
» .. Westfield...... Nat'l Bank of Westfield... 90 .cecececces, 
$50,000 Edward A. Skinner, Pr. John A. Skinner, Cas, 
OHIO... Berlin Heights. Berlin Heights Bkg. Co.. Chase National Bank, 
$ 50,000 Wm. H. Hine, Pr. Geo. W. Close, Cas. 
ia Wapakoneta. .. First WI erent nes 
$ 50,000 L. N. Blume, /r. Chas. F. Herbst, Cas, 
PENN... Malvern........ National Bank of Malvern ~__................ 
50,000 Jos. Jeanes, Pr. Chas. C. Highley, Cas. 
S. C..... Charleston. .... Albert Lengnick ......... National Bank of the Republic. 
28x.... Montague. .... First National Bamk...... | _—«§«-«»_ sesccverceces ‘ 
50,000 George W. Barefoot, Pr. Wm. A. Morris, Cas. 
© oo GROUMER 2. coe: Merchants & Planters’ N.B. sg. cc eee ; 
$ 400,000 Chris. C. Binkley, fr, Tom Randolph, Cas. 
VRecoes Lyndonville... on Sinan Cee. - . +epnenndd eoee 
$ 50 Sewall Bradley, Pr. H. M. Pearl, Cas. 
S os Middletown’ Sp. Gray National Bank.....: 1 Continental National Bank. 
” 50,000 Albert W. Gray, Pr. Albert A. Greene, Cas. 
Vasooces Danville. . » RE i iccccts «(ik wt tnconcnces 
J. D. Blair, Pr. J. L. Waring, Cas. 
Wis.... Darlington..... ee ee ee eee 
$ 50,000 Philo A. Orton, Pr. Geo. S, Anthony, Cas. 
06 Mii cnes coon Fee rr rere 
$ 50,000 L. E. Reed, Pr. C. B. Hart, Cas. 





t 
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DISSOLUTIONS, CHANGES, ETC. 
(Monthly List, continued from April No., page 810. ) 


ere Mechanics & Traders’ N. B.; now Mechanics & Traders’ B’k. 
a S sebiastpanee Jas. M. Drake & Co. dissolved ; Drake, Masten & Co. succeed. 
” MW ceccccccccces Owens & Mercer, suspended and assigned, 
u ® sevesceces ..»- Geo. S. Scott & Co. dissolved ; T. W. Pearsall & Co. succeed. 
” D” eeeseee vane Jessup, Paton & Co. ; succeeded by John Paton & Co, 
CAaL.... Petaluma...... First National Gold Bank ; now First National Bank. 
OS eee Bank of Alma (Hathaway & Arthur); now Hathaway, Ar- 
thur & Lakes. 
#  ,. Buena Vista.... Hiller, Hallock & Co.; assigned April 17 
0. a Phe wenne Hathaway Bank (Hathaway & hatha) | ; now Hathaway, 


Arthur & Lakes. 
w ,., Georgetown... Bank of Georgetown; now State Bank of Georgetown. 


Dak.... Madison....... Bank of Madison; now First National Bank. 
eo “eee ee Citizens’ Bank ; now Citizens’ National Bank. 
hice DER 0 se ncaiedie C. W. Postlewaite & Co.; now Gibson, Postlewaite &.Co. 
w  ., Cerro Gordo... Cerro Gordo Bank; now Farmers’ Bank. 
»  ,, Effingham..... Effingham Bank ; closed April 2rst. 
# .. Metropolis..... McKee, Quante & Co. ; now First National Bank, 
» .. Monmouth..... First National B’k; suspended April 8. Receiver appointed. 
ar, SHE Cohn & Poor; now Bank of Vienna. 
©. ce WEF ccc cece Crain & Manson dissolved; John A. Crain succeeds. 
IND....- Anderson...... Madison Co, National B’k; went into voluntary liquidations 
w .. Covington...... Farmers’ Bank ; closed April 7. 


Iowa... Newton........ Bank of Newton; gone into liquidation. 
w .. Rock Rapids... Bank of Rock Rapids; now First National Bank. 


. Washington ... Washington State Bank; now Washington National Bank. 





























Bye 
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MAINE.. Oakland....... West Waterville National Bank; changed to Messalonskee 


National Bank. 
Micu... Big Rapids..... Fairman & Newton dissolved; F. Fairman succeeds. 
Mo..... St. Louis..... . Provident Savings Institution ; now Provident Savings Bank, 


Mont... Virginia City... Raymond, Harrington & Co.; now Hall, Harrington & Co. 
NEB.. eae City.. James Sweet National Bank ; now Merchants’ National Bank, 
ge SK « once see Myers, Wentworth & Co. dissolved ; J. D. Myers succeeds. 

hey Schuyles errte Sumner & Co. ; now Schuyler National Bank. 

“ae. York Exchange Bank; now York National Bank. 
Nev.... Carson City.... Carson City Savings Bank; now Bullion & Exchange Bank. 
OHIO... Berlin Heights. Exchange Bank (H. Close); now Berlin Heights Bkg. Co. 


w .. Versailles...... Exchange Bank closed, and receiver appointed April 8. 
PENN... Lancaster...... D. P. Locher & Son; now D. P. Locher & Sons. 
S. C.... Lancaster...... Twitty & Connors failed. 
Texas... Dublin......... J. D. Berry; now Berry & Co. 

‘ek ae Merchants & Planters’ Bank; now Merchants & Planters’ 

National Bank, Same officers. 

Lg ee St. Albans...... First National Bank, suspended April 8. Receiver appointed, 
Va..... Alexandria..... German Banking Co.; voluntary liquidation April 1o, 
Wis.... Darlington..... Lafayette Co. Bank; now First National Bank. 


w _., Mineral Point.. Henry’s Bank ; assigned April 12. 
w .. Richland Center Geo. Krouskop; assigned March 31. 


—_—_- 
—/_ = 





CHANGES OF PRESIDENT AND CASHIER. 
( Monthly List, continued from April No., page 809.) 


Bank and Place. Elected, in place of 
N. Y. City.—Chase National Bank..... John Thompson, Pr..... S. C. Thompson.* 
" " Nat’! B’k of the Republic. John J. Knox, Pr... . Geo. B. Carhart. 
Dak.... First National Bank, Mitchell.. J. E. Gilbert, > teeing .. J. F. Kimball. 
a First National Bank, Mattoon.. te E. Wilson, Cas...... . P. F. McNair. 
W. S. Warfield, Pr..... F. W. Meyer. 
w ,. First National Bank, Jas. D. Morgan, V. Pr... W.S. Warfield. 
. Quincy. } F. W. Meyer, Cas....... U. S. Penfield.* 
J. G. Rowland, Ass’#. C.. cceccves 


# .. Calumet National Bank, , 
South Chicago. A. G. Ingraham, Cas.... C. P. Wilder. 


Iowa... First National Bank, Perry.... W. Blakeslee, Cas....... H. A. Rouse. 
KAN.... First Nat’l B’k, Fort Scott..... J. Chenault, 4ct’g Cas... C. H. Osbun. 


MAINE.. Ocean Nat’l B’k, Kennebunk... Edward W. Morton, P».. J. Dane.* 
# _.. Kennebunk Savings Bank, { Robert W. Lord, Pr.... E. C. Bourne, 
Kennebunk. }) Edward C. Bourne, 77.. J. Dane.* 


ee National Bank of Cambridge.. Wm. F. Drain, Cas...., W. H. Janney. 


MASS... First National Bank, Ayer..... H. E. Spaulding, Cas.... J. R. Gray. 
w ., First Nat’l Bank, Danvers...... B, E. Newhall, Cas...... W.L. Weston, 
w  .. Asiatic Nat’] Bank, Salem..... Chas. S. Rea, Cas ...... W. H. Foster. 


MICH... Old Nat’l B’k, Grand Rapids... M. L. Sweet, Pr........ 5. L. Withey. 
w .. Second Nat’l Bank, Hillsdale... Chas. W. Waldron, Pr.. C. T. Mitchell, 






MINN... National German-American { G. Willius, Pr.......... W. Mann. 
Bank, St. Paul. Jos. Lockey, Cas........ G. Willius. 
a First National Bank, Wm. H. Lee, Pr........ J. M. Bates. 
Palmyra.) John B. Best, V. Pr..... Wm. H. Lee. 
w .. Provident Sav. B’k, St. Louis.. James S. Garland, Pr.... C. S. Greeley. 
Mont .. First Nat’l Bank, Livingstone.. D. E. Fogarty, Cas...... T. Ward. 
NEB.... Exchange National Bank, W..H. Lanning, V. Pri cccccees 
Hastings. { J. R. McLaughlin, 4.C.  _........ . 
es Fa Ws BO wicntndes . G. W. Post. 
1: Se RE NS i Ts vnenines 
A. N. Dann, Ass’, Cas.. coccccce 


* Deceased, 
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Bank and Place. Elected. in place of 
N. H... Conway Savings B’k, Conway.. Benj. F. Clark, Pr....... J. C. S. Wood. 
N. Y.... Union National Bank, Albany. B. P. Learned, Jr., Pr... B. P. Learned.* 
# .. Second Nat’! B’k, Cortland.... E. D. Barker, Act. Cas.. J. S. Bull. 
w  ., Citizens’ N. B., Hornellsville... Chas. Hartshorn, Pr.... J. Santee. 


# .. Fredonia Nat’l B’k, Fredonia.. F. R. Greene, Cas....... R. P. Clement. 
OHIO... Society for Savings, S. H. Mather, Pr........ S. Williamson. 
Cleveland. { Luther Allan, 77........ S. H. Mather. 

. — J.S. Blackaller, Cas..... John A. Hamilton. 

« .. First Nat'l Bank, Gallipolis. . : F. H. Deletombe 4ss'¢C. kee eae 

# .. Van Wert Nat’! B’k, Van Wert. J. S. Brumback, Pr...... J. M. C. Marble. 
PENN... First National Bank, Indiana. John Prothers, Pr....... D. S. Porter.* 

# ., First Nat'l B’k, Philadelphia... Kenton Warne, Actg. C. M. McMichael, Jr. 
R.I.... Natl B'kof Rhode Island, } 4p sherman, V. Pre, sesssees 
TENN... East Tennessee Nat’] Bank, R. S, Payne, Pr.....002 R. C. Jackson. 

Knoxville. } E. J. Sanford, V. Pr.... R. S. Payne. 

w .. American Nat’] B’k, Nashville. John Kirkman, /??...... E, W. Cole. 
TEX.... First National Bank, Colorado. H. B. Smoot, Cas....... F, W. James. 

#  .. American National Bank, C. C. Slaughter, V. Pr... oeeeccce 

Dallas. 3 Wy. a. Gonmeem, Asvi C...  .  wccccces 

#  .. City Nat’l Bank, Fort Worth.. G. R. Newton, Cas...... S. W. Lomax. 

: W. B. Ward, Pr........ W. M. Harrison. 

w .. National Bank of Jefferson.. T. J. Roger,’ a Spee W. B. Ward. 
VT..... Montpelier N. B., Montpelier.. C. B, Martin, Act. Cas. Jas. R. Langdon. 

uw .. Nat’l Union Bank, Swanton.... W. H. Blake, Pr........ A. Sowles. 
Was. T, First National Bank, Colfax... J, H. Bellinger, V. Pr... se we eeee 
Wis.... Beloit Savings Bank, Beloit.... A. L. Chapin, Pr........ S. F. Merrill. 

# .. Clark Co, Bank, Neillsville .... Wm. G. Klopf, Cas..... W. C. Brooks. 
CANADA Merchants’ Bank of Halifax, ) . : 

Antigonish. } C. E. Harris, A4gt....... T. M. King. 
# .. Bank of Montreal, Cornwall.... B. Tassie, Mg7.......... Neil McLean. 
# .. Ontario Bank, Cornwall....... A. Denny, Mgr......... W. J. Tully. 


a, th... 





A DARING ATTEMPT TO Ros the Medicine Valley Bank, of Medicine 
Lodge, 35 miles west of Kansas City, Mo., was made on April 30th, in 
which the Cashier was killed and the President was fatally wounded. At ten 
o'clock in the morning four men armed with rifles and revolvers rode up 
to the bank. Two remained with the horses while the others entered the 
building and demanded money. Mr. Payne, the President, and George Cop- 
pert, the Cashier, were in the bank. They refused to comply with the de- 
mand and were shot. The City Marshal just then appeared and opened fire 
on the men. Citizens gathered rapidly, and the robbers, seeing their game 
was up, mounted quickly and galloped away without having secured any booty. 


BANK OFFICERS AS SPECULATORS.—There has been an unusual number of 
bank failures in the United States during the present week, and of these at 
least two are directly traceable to the speculating propensities of its cashier 
or other prominent officer. These worthies, it has now come out—as it al- 
ways does too late—dabbled extensively in stocks and other gambling ven- 
tures, and ultimately came to grief; or, rather, the shareholders did, con- 
nected with the institutions in whose service those delinquent scamps were. 
For it is almost unnecessary to say that it was the money of their employers, 
and not their own, that they risked and lost. These playful cashiers seem 
ever to go on the principle ‘‘ Heads I win, tails you lose!” for though it 
is not on record that the shareholders are ever made participants in any 
profits that may happen to accrue to the sportive clerk, they have to pay the 
losses with a monotony that must have become painful. Why it is that laws 
are not so framed as to bring condign punishment on the heads of all unjust 
stewards such as these has not been properly explained. As it is, they get 
off scot-free, for even public opinion only too often condones open and pal- 
pable roguery, provided there is no specific law on the statute-book to pun- 
ish it.—A/ontreal Shareholder, April 11. 
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THE BANKER’S MAGAZINE. 


NOTES ON THE MONEY MARKET. . 
A FINANCIAL AND COMMERCIAL REVIEW. 


The month of April has not been one of showers, but of wind, and un- 
seasonable, unspringlike weather. Winter has lingered in the lap of spring 
until May flowers have overtaken it. March was what February should have 
been, and April has taken the place of March. Commerce, as well as agri- 
culture, has suffered a month’s delay, which will scarcely be retrieved by the 
former, though a favorable season henceforth will make the latter good. To 
a large extent this has been the cause of a dull spring trade, although bad 
times have been the chief cause. Legitimate business has, therefore, as a 
rule, been less than a year ago, although it has been streaked with slight 
gains in some of the staples, while fancy goods have fallen behind almost in- 
variably, showing the unmistakeable evidence of hard times. For instance, 
some departments in the great house of Claflin & Co. are considerably ahead 
of a year ago, while their fancy-goods business is materially behind. 

Speculation, however, has been more active than in March, with a sharp 
upward turn in most of the produce markets, while Wall Street has suffered 
from an equally sharp down-grade movement in all doubtful railroad ‘‘ secu- 
rities,’’ with which the good have been dragged, as few are able to tell the 
one from the other. The flood of the former was so great that the dams 
of money put up by their once rich manufacturers and owners, and by the 
bank they have involved with them by loans made upon such “securities,” 
have been carried down stream, though not demolished, by the immense vol- 
ume of ‘‘ water” which has swept Wall Street like a spring freshet. This 
freshet was due to the sudden and unexpected melting by Judge Van Brunt’s 
righteous decision of leases and consolidations and mergers made by di- 
rectors of corporations without consent of stockholders during the past seven 
years. A large part of these Wall Street ‘‘ securities” were effected by this 
decision, especially all the Gould stocks, and people who held them, including 
Gould himself, threw them overboard as fast as possible to keep their ship 
from sinking under the load. The existence of a large short interest in the 
market steadied the break, and prevented disaster by covering and taking 
profits, while at same time reducing the losses of holders. 

On the other hand, the public who are out of Wall Street and stocks and 
into produce have experienced a real old-fashioned boom, led by wheat, which 
at last found friends and became the speculative favorite again. American 
speculators are naturally born Bulls, and can only work on the ‘‘ short” side 
of a market for a ‘‘turn” preparatory to getting ‘‘long.” Hence, when 
markets go up they are happy, as a rule. This has been the case for the 
greater part of the month, and the Bulls have stormed the late impregnable 
strongholds of the Bears and driven them out with great slaughter, carrying 
all before them up to the close of the month, when their lines began to 
waver and fali back on heavy realizations of large profits. This applies to 
wheat and corn in particular, although the whole breadstuff and provision 
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list followed sharply in their wake. The general, or rather growing feeling 
now is that prices have been carried high enough, if not too high, for the 
moment, as we have forced them above an export basis again, which we had 
reached on the break, and had maintained on the advance until the last week 
of the month, when Europe refused to follow us further. The belief, however, 
is now quite general that we will have very little wheat comparatively to ex- 
port before the next crop, and that our markets are more independent of for- 
eigners than they are of us. The visible supply is believed to show more 
than the usual proportion of our surplus at this season and the invisible less. 
Hence a strong clique of speculators in Chicago and in New York took the 
stock of wheat at the bottom last month, and all the ‘‘ short” wheat the 
Bears would sell, and engineered an advance of 15c. from the lowest point. 
There are many who believe this clique still hold our supply of available 
wheat, and that they will put it as much higher as they have already ad- 
vanced it, so soon as they have secured another short interest large enough. 
As it is, the shorts have been scared out, and are afraid to sell it at pres- 
ent. The chances are, therefore, in favor of wild markets for wheat, until 
another crop on manipulation, in which the next crop prospects will play 
an important part with accidents in favor of the Bull side. As wheat is 
now the pivot of these markets, the others may be expected to follow it as 
they have done during April. Stocks are fair of these other staples, export 
demand light, owing to good stocks in Europe and better home supplies of 
food and feed than the average, while crop prospects are as uniformly good 
thus far in Europe as here. While, therefore, there are chances and chances 
of still higher prices of grain and provisions before another crop, the advance 
of April has been too radical and rapid not to be followed by some reaction 
in May, unless manipulation intervenes to prevent, or the great speculative 
public should come in on a Bull craze, as they did in the crop year 1881-2, 
and carry things higher even than manipulation could. Both these dan- 
gers now stare the Bear in the face, while the legitimate situation favors him 
at the moment, and will continue to, so long as crop prospects remain good 
and exports as light as now. 

Cotton had its boom early in the month on the short crop theory, like 
wheat, but when the Bulls got through buying, which was easy. enough to do, 
they wanted to sell, and waited for Liverpool to come up and take the large 
‘stock in New York off their hands. But it came not. On the other hand, 
$0 soon as we undertook to sell, Liverpool excused itself, and began to back 
down grade just fast enough to keep clear of our stock. The bankers who 
carry spot cotton and sell futures have encouraged the Bull movement to sell 
the latter at as high a premium over that as possible, until August, when the 
Bulls must take the cotton and pay for it, or liquidate, as they did two years 
ago, unless Liverpool changes her mind and relieves them of our stock mean- 
time. On this and some accident to the coming crop the Bulls hope to win. 
On the other hand the cotton goods market is overstocked, and manufacturers 
curtailing production, which must reduce the consumption of cotton. The 
chances are, therefore, against the Bulls in this staple, and the market is al- 
weady showing they begin to think so too. 

The iron market has continued weak and declining -notwithstanding the 
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prospects of reduced production after June 1, when the differences of manu- 
facturers and laborers threaten still further to suspend operations. Still iron 
is lower than in, years, and lower than it was bought for investment in 
1877-8, to pay an enormous profit in 187g-80. If production is still 
further curtailed, there are, no doubt, capitalists waiting to buy pig iron at 
these prices to hold till better times. At the moment, prospects of any 
largely increased demand for iron are not bright, as the majority of our 
railroads are buying as few supplies as possible, and almost no new equip- 
ment, as their finances will not permit, when many are borrowing to pay 
fixed charges or dividends and the rest only paying running expenses. Yet 
this fact only shows that all the more iron will be required one of these 
days to make good these neglected repairs and replenishment. Then it will 
advance. Should we have abundant crops this year, this time will come next 
fall. Should we not, it would be delayed another year. 

Upon this turns also the coal market and the prosperity of the coal roads, 
which are now, as they were in 1876-7, the last to liquidate, having now, 
as then, become the Bear pivot of the stock market.- For Judge Van 
Brunt’s decision knocked the Gould stocks so low that the Bears are afraid 
to sell them short just now, and until the next crops are ascertained. Should 
these be large, the end of the depression in railroads running through the 
agricultural States will likely be reached in the coming summer, and next 
fall will begin the recovery in our agricultural, transportation, commercial, 
and finally our industrial interests, when financial recovery will follow, unless 
speculation has previously anticipated the general prosperity and discounted 
it. Bad crops, on the other hand, might hold these interests all in a state of 
suspended animation for another year. The next crops, therefore, are the pivot 
on which the whole situation will turn within the coming four or six months. 
Meantime we have the prospects of continued gold exports, which have now 
reached $30,000,000, unlesss speculation lowers the price of our chief staples 
of export, or Europe comes up to our prices and takes them. This also de- 
pends largely upon next crop prospects. Should these be good, Europe can 
wait with her present large stocks. If poor, she would anticipate a shortage 
by buying here. Foreign exchange hangs by the same thread, and the weather 
for the coming four months is now the chief factor in everything. Money 
will only become an element again when prosperity and confidence return to 
produce a demand for its use. 

Petroleum has been up on the strong statistical position of the market, 
when it had a set back by the discovery of oil in the Macksburg district, 
Ohio, where oil has been found, but not in paying quantities, Yet it was 
enough to raise the prospects of a new and possibly important field which 
might spoil statistics as did Cherry Grove two years ago, when a Bull cam- 
paign on figures was also spoiled. This kept shippers out also, and the re- 
fined trade has been dull, while crude, after touching the dollar line, has fallen 
back to 92, awaiting the developments in new fields, which do not promise 
as well now as expected at first, crude having since recovered. 

The coffee and tea markets have dragged slowly and lifelessly along, since 
the attempt to corner both ended in failures of the efforts and of the houses 
making them. Prices are now too low to Bear them, no one has the cour- 
age to Bull them, and only scalpers are in either, while legitimate trade 
is dull. 























1884. ] NOTES ON THE MONEY MARKET. 899 


Real estate has had quite a boom for these bad times, but only as a result 
of them, for people have bought real estate at high figures because those 
who owned it did not know what else to put their money into, and those 
who bought did not dare put their idle money in anything else. Hence 
prices have gone fictitiously high, and rents have been marked up in conse- 
quence, until people have been driven out of the city this spring, and now 
flats and dwellings are hunting tenants at reduced prices, as May 1 has 
found them vacant. Real estate is the last to go down in depression, but 
it goes, and will again, when other business revives, and those who are now 
putting money into it would do far better to buy manufactured goods that 
are selling below cost, and wait till they are. wanted at cost of production. 

Dairy products have gone off as usual at this season, but they are still 
between hay and grass, and must go lower naturally when flush of feed 
and supplies come together, for trade is poor. 

Tobacco has been more active and higher on the filling of European Gov- 
ernment contracts, and naval stores have improved on actual demand. 

Ocean tonnage, however, has suffered as much or more than inland trans- 
portation interests, and the foreign steamship interests are very much de- 
pressed in absence of exports out or imports in. The cattle shipments one 
way and emigrants the other have been about all they had to quarrel over, 
and on the latter the North Atlantic Steamship Conference has broken up. 

The railroads have been cutting east bound freight rates on grain to I2c. 
per 100 lbs, all the month, and have gotten but little. Now the lakes and 
canals are open, and they must compete and divide with the water route. 


The reports of the New York Clearing-house returns compare as follows: 


1884. Loans. Specie. Legal Tenders. Deposits. Circulation. Surplus, 
April 5.-- $ 347,600,500 . $61,950,200 . $ 28,246,000 . $343.969,300 . $14,391,700 . $4,203,874 
€ 12... 348,421,000. 63,864,200 . 25,840,300 . 344,352,300 + 14,339,400 ° 3,616,425 


*$ 19.+- 3471324,900 - 60,750,400 . 26,981,500 . 340,661,300 . 14,463,300 © 2,566,575 
“ 26... 343,355,500. 58,215,300 » 28,125,500 . 335,684,000 . 14,493,800 . 2,419,800 


The Boston bank statement is as follows: 


1884. Loans. Specie. Legal Tenders. Deposits. Circulation. 
March 29...+++ $144,530,600 ..++ $6,366,700 .... $5,015,600 .... $94,480,700 .... $ 23,880,300 
yp, ae Pere 146,227,500 ..++ 6,200,300 .... 5,119,400 .++. 96,678,600 .... 23,917,000 

$6 IZseeeeee 1459794;000 +++ 6,039,100 «+00 4,821,100 .... 96,275,800 .... 24,049,800 

SS 1Qseecees 145,462,900 .... 6,061,200 .... 4,473,600 +22 97,055,100 ..22 23,986,900 

ee a cedes 145,734,000 .... 6,176,800 ..+. 4570,100 .... 95,692,600 .... 23,993,600 

The Clearing-house exhibit of the Philadelphia banks is as annexed : 

1824. Loans. Reserves. Deposits. Circulation. 
Be Giscess -» $80,452,233 woos «$18,681,123 eoee $71,754,147 coos = $8, 752,253 

Sf EBeccccccs  FQ9432,240 coos 19,613,948 sees 72,121,750 whee 8,528,352 

tet Te ees —- 79,217,385 séee 19, 8145377 voes 72,312,654 dew 8,526,723 

S Bi.ccccece 79,903,408 sees 19,729,520 cscs 73,970,084 cence 8,509,055 


Our usual quotations for stocks and bonds are enlarged elsewhere to embrace 
a greater number and each day of the month. The rates for money have 
been as follows: 

QUOTATIONS : April 7. April 14. April 21. April 28. 
Discounts......ccsesccsccsee 4 @4% wo 4 @4% 4 @44 - 4 @4% 
Call Leemts oe ccccccccccccece 14@ 2 a) i -- 1%@2 
Treasury balances, coin.... $120,789,651 .. $122,208,940 .. $125,534,545 $129,020,817 

Do. do. cur..... $10,284,951 .. $10,143,293 .. $10,210,442 «.- $10,676,720 
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Foreign Exchange has ruled during the month as follows: London, 60 
days, 487144@487% ; 3 days, 489'%4@489%. Paris, 60 days, 517%@516% ; 3 
days, 515. Berlin, Reichmarks, 60 days, 95%@95%; 3 days, 95%. Amster- 
dam, Guilders, 60 days, 40%; 3 days. 40%. 


Since the above was written the announcement of the failure of the great 
speculator, Mr. James R. Keene, was made at the close of business on April 
30th. It was too late to affect the stock market, and it is too early at ‘this 
writing (Thursday morning) to tell what it may be. The impression, how- 
ever, is, that it will not be serious, as it has been an open secret in Wall 
Street for a year past that he was crippled, and no longer the power in the 
markets he used to be. His career has simply been a repetition of the history 
of all professional speculators who are constantly trading. They cannot wait until 
they see a good opportunity to go in on good judgment and hold for a profit, 
but must trade every day ‘‘for a turn,” until they lose all sight of values, 
part with good judgment and trust blindly to their good luck by which they 
made their money. When this changes, as it always does, bad luck sticks 
closer and longer than fortune did; but they keep on fighting the inevitable 
and hoping for a turn again, until they are swamped. Keene was always a 
bold operator, and has often staked his all on a turn of the market. In this 
way he is reputed to have made five millions in California, and seven millions 
more in New York, only to lose it all in the same way. He is now where 
he began in California—a poor man—ending just where Little and Drew did, 
in Wall Street, where every professional speculator ends his career, unless 
he stops short and retires before his good luck deserts him. 


CSET 
DEATHS. 


DANE.—On March 17, aged sixty-one years, JOSEPH DANE, President of 
Ocean National Bank, and Treasurer of Kennebunk Savings Bank, Kenne- 
bunk, Maine. 

DIERBERGER.—On April 14, aged thirty-four years, JOHN DIERBERGER, 
Cashier of the German-American Bank, St. Louis, Mo. 

GaFF.—On April 25, aged seventy-seven years, THOMAS GAFF, President 
of the First National Bank, Aurora, Indiana. 

JENNINGS.—On April 7, aged fifty-one years, GEORGE E. JENNINGS, of Erick- 
son, Jennings & Co., bankers, Rochester, N. Y. 

LEARNED.—On April 16, aged seventy-one years, BILLINGS P. LEARNED, 
President of the Union National Bank, Albany, N. Y. 

PENFIELD.—On March 25, aged sixty-two years, Uri S. PENFIELD, Cashier 
of the First National Bank, Quincy, IIl. 

PERRY.—On April 16, FRANcis D. Perry, President of the Southport 
National Bank, Southport, Conn. 

PorTER.—On March 22, aged forty-five years, D. S. PorTER, President of 
the First National Bank, Indiana, Pa. 

SEELEY.—On April 4, aged sixty-six years, WILLIAM P. SEELEY, President 
of the Pahquioque National Bank, Danbury, Conn. 

THompPson.—On April 10, aged forty-nine years, SAMUEL C. THOMPSON, 
President of the Chase National Bank, New York City. 











